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There's more to working (oo 
in the Common Market N 
community than meets 

the eye. 


We believe that the challenge 
presented to our profession has 
never been more real, more 
exciting than it is now. The wealth 
of experience that awaits the 
newly qualified accountant is 
boundless. 
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London, capital city, 
hub of the financial 
world. Or is it ? 
London is the pace 
setter but you need 
the facts on where the 
new ideas are Initiated 
and developed. Where 
the highest standards 
are set. 
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Douglas Llambias 
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auses written into the social contract by the 
llor in his Budget proposals have now been 
expanded by official explanatory statements and by the 
observations of the Chief Secretary to the Treasury 
(Mr Joel Barnett, F.c.c.a.) in the course of the debate. 
Surprisingly, some of these offer a silver lining to the darker 
aspects of increased taxation. 

One of these surprises apparently | reflects the haste with 
which the various elements in the package have been 
rought together. Thus the increase in the pension for a 
gle person by £2-25 a week from July 22nd, 1974, 
vould augment the pensioner’s income in 1974-75 by just 

below the £85 by which the age relief limit has been 
"increased (to £785). In 1975~76, however, the balance of the 
£117 making up the annual pension increase would have 
been subjected to tax at the marginal rate of 55 per cent, 
and it seems that this prospect has led to the uplifting of 
the marginal limit to £810 for single pensioners and to 
£1,170 for a married couple ~ whose pension increase 
would amount to £182 in a full year. 
These figures serve to indicate the plight of a divorced 
eipt of maintenance for herself and her children, 
hich will count as investment income and be subject 
to the addi ional ro per cent surcharge in the range from 
{£1,000 to £2 000, although the elderly would only have to 
pay above £1,500. (The impossibility of a lower starting- 
point for them appears from the thresholds noted above). 
After divorce, a woman with two young children would be 
entitled to allowances of £1,105, so that aggregate main- 
tenance of over £2,105 (ignoring family allowance and the 
modified ‘clawback’) would attract tax at 43 per cent. It 
was the plight of ex-wives and widows in such circum- 
stances which led to the choice of £2,000 as the threshold 
for 1973~74, and this problem deserves reconsideration 
before 1975—76 introduces aggregation of children’s 
incomes. H 

Changes in the treatment of foreign income due to come 
into effect from April 6th, 1975, are of the greatest im- 
portance to the élite of the business community whose 
working allegiance transcends national frontiers. It is 



















































nearly twenty years since the older anomalies were 
away by the 1956 code; but even this has been di 
to construe. The existing statutory rules have been ov 


choice of a fixed minimum period of twelve consec 
calendar months as the measure of qualifying absence 
welcome. n 

Hitherto an. appointment abroad lasting from fo 
example) May 1973 to March 1975 would not have broug 
about the requisite absence for a complete fiscal. year 
in future individuals can rely on a simple measure of 
Not a few employees have taken up appointment 
the European Economic Community or elsew! 
periods of just over a year, and the specific exemption. 
United Kingdom taxation to be accorded to the ew 
from such service will avert the need to juggle with temp 
ary remittances to the Channel Islands or some 
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ives in the United Kingdom and goes abroad to work 
mparatively short spells will in future be taxed on his 
ës as they arise, whether derived as a director or 
yee, or as partner in a foreign partnership. Moreover, 
one who lives here and derives a pension from abroad 
ave his pension dealt with on the same footing. 
Vhether part of those earnings or pensions are kept 
ad or sent back here will be of no significance for tax 
s. Nevertheless, there is some official recognition 
the special considerations which apply to incomes 
d abroad, and a deduction of one-tenth will be applied 
not to deter people from taking on foreign jobs. 
major feature of the 1956 earnings code was the 
e accorded to those domiciled abroad but resident 
employed by an overseas employer. The remit- 
basis applied to such ‘foreign emoluments’ and it was 
imes possible to arrange for an individual to live on 
ttances of capital and to keep all his earnings abroad. 
rings saved could be accumulated abroad free of 
d Kingdom tax. In addition, there were some non- 
individuals who came to the United Kingdom for 
riods and lived on remittances, but escaped taxation 
remitted income by reason of their domicile. This 
is governed in law by complex criteria which 
e against a change, so that wealthy individuals 
‘become settled in the United Kingdom to all 
arances without shedding the protection of an overseas 


Both these types of situation vield place to fresh rules. 
mm 1974~75, so-called ‘foreign emoluments’ will be 


alf. This treatment is designed to recognize the fact 
man who is seconded to the Soter Kingdom to work 


ome taxpayers would stand to gain by the new rule 
ugh any residual categories of income to which the 


Abandonment of the domicile test may be expected to 
bate rather than to ease the problem of identifying 
rmanent resident. For the tax year 1976—77 onwards, 
inland Revenue will look at his position to see if he was 
ily resident here for five out of the six preceding tax 
if so, he would be adjudged to have become a 
ermanent resident — with the consequence that for that 
ear he would be treated for income tax and capital gains 
tax purposes on the same basis as a United Kingdom 
native, with consequent liability on his world income and 
gains. It may be doubted whether these new proposals will 
prove easy to implement. 





y por P 
o l ` stored. When the former ‘Chance 
nent is part of the’ history of taxation. An individual 


announced last 
December his proposals for a 50 per cent tax on develdp- 
ment gains, it was stated that the full weight of this would 
be borne by pension funds. These are now to enjoy the 
restricted rate of 37-5 per cent which has long applied to 
profits reserved for policyholders in the case of insurance 
companies — who, it has been confirmed, will not have to 
pay tax on development gains at a higher rate. Again, the 
position of discretionary trusts has now been clarified and 
the rate of 48 per cent payable by them on accumulated 
income will likewise apply to development gains. 

The Chancellor forecast that the necessary legislation 
relating to these matters would’ be lengthy and complex. 
This remark points to a structure for the new tax inviting 
comparison with the design of the betterment levy in so far 
as the latter reacted with gains tax and income tax, par- 
ticularly the tax on premiums for leases and on mineral 
royalties. It séems all too likely that the pattern of land 
taxation will continue to fluctuate with changes in political 
sentiment; but any combination of distinct but inter- 
locking taxes geared to the same event is extremely costly in 
terms of administrative effort. 

The law of diminishing returns seems to operate in. 
reverse in the taxation field, where closing of major loop-. 
holes invites intensified recourse to minor reliefs. Pro- _ 
minent in this category has been the relatively trivial’. | 
relief at half the basic rate accorded to life assurance 
premiums. In the competitive area of savings media, the’ 
extra return on an investment enjoying this facility has led 
to a wide range of schemes which embody it. 

Some of the remedies now proposed echo the provision 
for a tax ‘clawback’ when members withdrawing from 
pension schemes on a change of employment obtained a 
refund of contributions. Thus, where a life policy is 
surrendered within four years of commencement, the life 
office will have to account to the Revenue for the relief 
presumed to have been obtained. 

If in fact the policyholder did not enjoy any or all the 
relief in question, he will be entitled to a refund from the 
Revenue — a conclusion distinct from that which formerly 
applied to members withdrawing from pension schemes. 
The initial clawback will taper off after the first two years, | 
leaving the policyholder with not less than the converse 
proportion of the surrender value (which in the fourth year 
would amount to 94°5 per cent). 

Variations on the theme of surrenders, loans against’ 
policies, paid-up policies, bonus surrenders and the like, 
have become so extensive and the possible ramifications of 
new developments are such that it has been thought 
appropriate to transfer responsibility for the testing of the 
qualification of policies from the life offices to the Inland 
Revenue. Taken in conjunction with the imposition of the 
charge to tax at the basic rate on guaranteed income bonds, 
it will be seen that the insurance industry has had its wings 
severely clipped. Whether this will ease the lot of building 











taxes are due t 





be revealed in the Finance Bill. Some 
readers may be familiar with the trend towards ʻa current 
basis of taxation for companies which has made itself felt 
in the Antipodes by the requirement for companies to pay 
the current year’s tax‘currently (instead of in arrear) on an 
estimated basis. This measure tends to operate harshly 
where a company unexpectedly suffers adverse cash flow 


three-day week: 


Scottish Institute's 
Annual Meeting 


standards for students of 
[institute of Chartered Ac- 
countants of Scotland — claimed to 
have been raised to a level ‘higher than 
that of any other comparable body in 
the United Kingdom’ — featured 
largely in the out-going President’s 
address at last Friday’s annual meeting. 
“Teaching of students by Institute staff 
„tutors on the block release principle, 
had been successfully introduced’, 
Mr Crawford said. The contract for 
building a new and excellently- 
equipped educational centre in Glas- 
zow [The Accountant, February 28th], 
has been signed, and plans for a similar 
centre in Edinburgh were progressing 
well. The committee structure of the 
Institute had been completely re- 
organized in order to cope with ever- 
increasing calls on the available funds 
and manpower. 

‘On. the domestic scene, I think we 
can claim to have been far from idle’, 
the President continued. ‘We believe 
that the action we have taken will prove 
of great value in the immediate future. 

‘Within the United Kingdom, the 
Institute has co-operated fully with the 
other accountancy bodies, with govern- 
ment departments and other interested 
Parties in consideration of a very di- 
"verse — and often complicated ~ series 
of problems. We are now approaching 
completion of our proposed draft 
joint code of ethics which we hope all 
three chartered bodies will find it 
possible to accept. Add to. this the 
work done in the field of accounting 
standards, and it adds up to a great 
deal of hard work by a band of dedi- 
cated members who normally receive 
little recognition for their efforts but 

_ to whom we should all be grateful. 
‘As regards new legislation, it seems 









that heavier and heavier responsibili- 
ties are being placed upon our already 
overworked profession. Following 
upen the constant taxation changes in 
recent years, we now find ourselves 
required to be more and more closely 
identified with such matters as the 
Government’s counter-inflation mea- 
sures. The Counter-Inflation Act of 
1973 is amplified by over 30 related 
statutory instruments, and if practi- 
tioners — particularly those with limi- 
ted staff — are to cope with these 
requirements, there would seem to be 
an urgent need for consolidation and 
simplification. It is already clear that 
differences of interpretation are likely 
to occur with some frequency and it is 
not always easy or speedy to obtain 
guidance from the department. 





President of The Institute of Chartered 
Accountants of Scotland for 1974-75 
is Mr W. S. Risk, B.Com., C.A., FCMA, 
J.Dip.M.A. A Past-President of The Institute 
of Cost and Management Accountants, Mr 
Risk is the first accountant to have held both 
these presidencies, and the first industrial 
member to occupy the Scottish institute's 
presidential chair. 





Against this background, a grudging admiration mus 
expressed for the Chancellor’s decigion to call for pre 
ment of corporation tax geared to one-half of the adva 
corporation tax or, more relevantly, at 33/134ths of 
amount of any distribution made. Such a measure for 
resistance founded on a company’s alleged inability to 
but it imposes yet a further squeeze on the equity secto 








































‘I feel I should recognize publ 
the spirit of mutual understa 
which has been so evident throu, 
all of our discussions with th 
accountancy bodies in the U 
Kingdom. We in Scotland. re 
convinced of the need for it to b 
that the profession can speak wi 
voice on matters of mutual inte 
and it is satisfactory to think, as I 
that we are today nearer than 
before to set up an effective machin 
to make this possible.’ ; 

In the international field, he.s 
the Institute had been actively enga 
in the work of the internationa 
counting standards committee, 
groupe d'études for EEC matters 
and various international study gro 
During his considerable travels d 
his year, he had been ‘most impres 
by constant evidence of the extre 
high regard in which the Institute w: 
held — not only in Europe, but m 
further afield. 


Local Government 
Reform 


EW local government units- 
succeeded this week to the fu 
tions of 1,385 local authorities 
England and Wales. These wer 
the main, the product of the spat 
legislation just before the beginn 
of this century. 
The primary object of this restr 
turing of local government, red 
the number of units to 420, is to ¢ 
a more efficient system of local 
ministration suited to present 
cumstances. Initially, the cost. o 
new system will be higher than tha 
the old, while the full benefits ther 
from will not emerge for a few years. 
Current expenditure of l 
authorities in England and Wales is 
approaching £6,000 million per an- ` 
num, and this figure will continue To 
rise as long as these authorities remain 





ponsible for e lucation, housing and 






ther expensive social services. 
The 1974-75 rate demand from the 
authorities will undoubtedly in- 
reasé public dissatisfaction with the 
g system. In the shorter run, 
ding possible transfers of such 
ices as education, Exchequer grants 
increase in sum and in relation to 
all expenditure. It is in this area, in 
icular, that reform is most urgent. 












































BI on Europe's Future 


MBERSHIP of the European 
Community remains in the best 


erm. interest of British in- 
z and commerce, the Con- 
tion of British Industry has 


ared. A recent meeting of the 
Council reaffirmed the view that 
ı membership ‘will prove of sub- 
tial and lasting benefit to this 
try and that withdrawal would 
ypardize those benefits which have 
eady been achieved. 
he CBI is therefore opposed to 
course of action which could lead 
Britain leaving the Community.’ 
hile. advocating membership of 
EEC, the CBI has stressed the 
rtance of the Community becom- 
more outward-looking and that the 
‘ial costs should not place an undue 
en on the economy. In view of 
financial and economic problems 
w facing the United Kingdom, it is 
e than ever essential to scrutinize 
fully the costs which Britain will 
to bear until the full benefits of 
ry come through. 
Moreover, it is in the interests not 
of the UK but of the whole 
‘munity that its resources be used 
the. best possible effect. This 
uires a shift in emphasis from 
cpenditure on agriculture to industrial 
regional objectives and the 
evement of a genuine industrial 
non Market. 


ension ‘Umbrella’ 
BIM Members 


TAILS of a new ‘umbrella’ 
pension plan specially designed 
for BIM member companies were 
announced recently. 

BIM is confident that this plan 
‘will provide a new standard by which 
other schemes will be measured’. 
Based on the principle of maximum 





bers, it is claimed not merely to satisfy 


minimum standards fer recognition as 
an alternative to the State. reserve 
scheme, but also to provide generous 
benefits for members of all ages and 
to incorporate the best of modern 
pensions practice. 

The underlying idea is that a large 
unit — in this case the Institute itself — 
can negotiate better terns than indivi- 
dual companies acting on their own 
behalf and, at the same time, provide 
higher benefits by keeping overheads 
to a minimum. By entering his em- 
ployees in the BIM pension plan, the 
employer will obtain all the advantages 
of a first-class occupational scheme at 
a modest cost and without the ad- 
ministrative problems associated with 
running a scheme of his own. 

Based on Scottish Amicable Life 
Assurance Society with-profits policies 
in association with Noble Lowndes 
and Partners, with bonuses added to 
pensions rather than used to reduce 
the employer’s cost, the scheme in- 
cludes protection of pensions against 
inflation and preservation of benefits 
on changes of employment, together 
with (under existing legislation) an 
element of tax-free capital on retire- 
ment. A feature of the scheme is its 
flexibility, with employers being able 
to choose from three scales of benefits 
for their employees and to select the 
ratio of contributions between com- 
pany and members. 





Ae ECH EE to os Budget threat 
of a 28 per cent increase in first- 
class [sic] postal charges was the total 
failure of last Monday’s mail delivery 
to the offices of The Accountant. This is 
a serious matter for any business 
house, and an added aggravation for 
an industry such as ours which is 
already suffering the consequences of 
supply difficulties and a printers’ 
overtime ban. 

Despite Post Office protestations of 
the statistical percentage of letters 
reaching their destinations within 24 
hours of posting, we have long aban- 
doned the hope of a prompt. Postal 
service, and would gladly settle — in 
common, as we think, with the experi- 
ence of our readers ~ for one in which 
the level of inefficiency was at least 
predictable. Matters have reached such 
a pass in our own case that The 
Accountant has been obliged to intro- 
duce a house rule against use of the 
post for press copy where other means 
of communication are available. 

In the present climate of opinion 
for the recognition of corporate social 
responsibilities, the Post Office must 
be seen as an early candidate for in- 
quiry. It is earnestly hoped that the 
Finance Bill debates will afford an 
opportunity for arresting this self- 
satisfied monopoly’s continuing policy 
of declining services at an ever- 
increasing cost. 











Capital taxation in the Republic of Ireland formed the theme of a recent week-end seminar 
of The Association of Certified Accountants’ Irish Region, held at Trinity College, Dublin. 
Pictured here with Mr C. J. F. MacCarthy, M.Comm., F.C.C.A., President of the Irish Region 
(second from left), are Messrs P. Cregan, F.C.C.A.; J. P. Hardman, F.C.A., one of the speakers ; 
and A. A. Pakenham-Walsh, MA F.C.C.A., a Council member of the Association. 
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NOVEMBER, 1874 


Attempted fraud on creditors 


At the Coventry County Court, on 
the 30th September, a case was heard, 
involving a charge of fraud against a 
bankrupt. named William Furnivall, 
residing at Earlsdon, near Coventry, 
veterinary surgeon, the trustee being 
Mr. E. T. Person, public accountant, 
Coventry. The main point upon which 
fraud was alleged was as to the sale, or 
pretended sale, of bankrupt’s furniture 
to a brother-in-law named Nichols, 
the bankrupt’s story being that Nichols 
agreed to purchase the furniture, and 
paid the sum of £117 10s. for it. On 
the. other side there were very damag- 
ing affidavits as to the position and 
means of the man Nichols, and, under 
the circumstances, the solicitor to the 
trustee made application to the court 
to have “the sale or pretended sale” 
by the bankrupt of his furniture, &c., 
declared fraudulent and void as against 
the bankrupt’s creditors and the 
trustee of his estate. Immediately upon 
the case being called, the solicitor who 
appeared for Nichols and the bankrupt 
intimated that he was not disposed to 
fight the case, and, addressing his 
clients in open court, said he could see 
great mischief likely to arise if the 
matter were pursued. He advised them 
both, therefore, to abandon the position 
they had taken up, and allow the 
furniture to be handed over to the 
trustee. He warned them that if they 
did not they might both be prosecuted 
for conspiracy, and might find them- 
selves lodged in Warwick gaol for a 
long period. 























[Mr E.T. Peirson subsequently be- 
came a member of the English 
Institute’s first Council in May 1880. 
The practice which he founded in 
1852 is now combined with that of his 
former articled clerk, Mr Redvers 
Boulton Leech — also a Council mem- 
ber from 1953 to 1968 — in the firm of 
Leech, Peirson, Evans & Co, of 
Coventry.] 


Colourful Language 


OME attractive examples of 
judicial prose fell from the lips of 
Edmund Davies, LJ, in thé course of 
his judgment in George Barker 
(Transport) Ltd v. Eynon, reported in 
‘Current Law’ on page 435. 
“The zeal of counsel, to whom the 






Moralist in the City 


ONCEPTS of profitability and 
personal incomes must be flexible 

in the light of changing circumstances, 
argues the Rev. Professor G. R. 
Dunstan, MA ` a moralist was obliged 
to think in terms of ‘ordinacy’, 
according to the end towards which an 
action was directed. Trade union 
power, for instance, might be ordinate 
in pursuit of a fairer share of the avail- 
able resources, but would become 
inordinate if success could be achieved 
only at the expense of other workers, 
or of pensioners unprotected by com- 
parable power. Scales of personal 
expenditure ordinate in a wealthy 
society became inordinate when con- 
trasted with poverty and deprivation. 
Delivering the eighth Sir George 
Earle Memorial Lecture to members 
of the Foundation for Business 
Responsibilities recently, Professor 
Dunstan — who holds the chair of 
moral and social theology at King’s 
College, London — recognized the 
need for profitability as an economic 
motive. ‘Profit’, he said, ‘is necessary 
ag a spur to human effort; necessary 
for the efficient running of a business 
enterprise; necessary for the common 


good. Without it there would be n 
taxable wealth, no funding of | 
public service or of works of pu 
utility’, Nor would there be 
private altruism or benevolence, sin 
a man cannot give unless he bas, e 

Business had external relationship: 
at many points with the society | 
which it formed a part, and these rel: 
tionships imposed responsibilities 
without profitability these respo 
bilities could not be met. Until th 
were met profits were not ‘morally di 
posable’ — whatever the law might sa 
about the directors’ duty of securin 
the best return for their shareholders 

“The modern investor must kno 
when he buys his shares, that his clai 
upon profits is not absolute; ito 
contingent upon these other claim 
He invests in a wealth-producing 
enterprise; profit-making is instr 
mental to the creation of wealth’. 

To create wealth was the prim 
function of industry; to deploy an 
distribute it equitably was a b 
human obligation. It was the fun 
of government to secure cond 
which best enabled men to meet th: 
obligation. 






























Court is greatly indebted’, he said, 
‘led them to cite for our consideration 
some 32 reported decisions. At times 
we seemed in danger of never emerging 
from the thicket of authorities. And, 
when the defendant’s counsel dilated 
on the consternation which would be 
caused were we to reverse the trial 
judge, it seemed almost preferable 
never to emerge from its umbrageous 
depths. But emerge we must, and 
describe what we at least think we 
saw within ...’. 

In the event, the Court of Appeal 
did reverse the earlier decision, des- 
pite a submission by defending counsel 
that to do so would involve ‘a grave 
inroad on the security of debenture 
holders, an unnecessary complication 
of receiverships and windings-up, a 
scramble for possession in the days 
immediately after the appointment of a 
receiver, and detriment to the general 
body of creditors’. At this point, his 
lordshi premarked: ‘Well, we cannot 
say that nobody warned us’. ` 





















US Accounting for 
Future Losses 


PUBLIC hearing on "Account 
for future losses’ will be held 
New York by the American Fin 
Accounting Standards Board,‘ be 
ginning on May 13th. More tha 
12,000 copies of a memorand 
analysing the issues to be considere 
have already been distributed. 
The objective of the project 
determine whether future losses shoul 
be charged to results of opera 
prior to their occurrence and, if- 
under what circumstances. Seve 
types of future losses are considere 
at length in the discussion memoran- 
dum as examples to assist in. th 
evaluation and development of criteria 
for accounting for future losses- 
self-insured losses, losses from- 
propriations by foreign governments, 
and catastrophic losses by- property 
and casualty insurance companies. ` 
Some enterprises already provide 

























NEW legislation recently enacted by 
Nthe Canadian Gévernment will 
ave far-reaching effects on political 
rties and their candidates, and 
resent a new challenge for auditors. 
e the first time in Canada’s history, 
olitical parties will be required to 
lose to the public the amounts 
-sources of their funds, and to file 
} annual audited return with the 
ef Electoral Officer within six 
onths of the end of their fiscal year. 
Where the amount of a donation 
cceeds $100, the name of the donor 
| the amount contributed must be 
en, Expenses incurred during a 
eral election are to be reported in a 
parate audited return, to be filed 
hin six months after polling day. 
he new Act also restricts the 
ount that a candidate may spend, 
ad requires disclosure of the amount 
nd source of all loans, deposits and 
yntributions (including the value of 
ods and services) in excess of $100. 
udit provisions of the Election 
penses Act are modelled on those 
nd in the Canada Corporations Act. 
candidate must appoint an auditor 





‘these types of losses before they 

ur, while others are charging them 
) expense when they occur. Othes 
ture losses also are being accrued by 
me enterprises, but the memoran- 
um says ‘In some instances it is not 
r from examples found in practice 
ether these accruals are for specific 
identifiable future losses or whether 
eu are for general contingencies.’ 
_ FASB has suggested four possible 
riteria for the accrual of future losses : 
(1) There is an existing condition 

or set of circumstances that may 
« result in a loss; 
(2) Occurrence of the loss is suffi- 
ciently predictable; 
(3) The loss is properly chargeable 
to current revenues, or is reason- 
ably related to the operations of 
the current period or a prior 
‘period; and 
w The loss can be measured with 

reasonable approximation. 

Comments are invited on these and 
possible additional criteria, together 
with descriptions of measurement 
















a range from R for "providing an 


at the same time as he appoints his 
official agent, and disclose his name 
and address in his oficial nomination 
paper. Each candidate’s return in 
summary form and the report of the 
auditor are to be published by the 
constituency returning officer in one 
local newspaper, and copies of the 
returns themselves are to be available 
for public inspection upon payment of 
a nominal fee. 

Writing recently in The Canadian 
Chartered Accountant. Mr David 
Wishard, F.c.A., describes the Act and 
raises some challenging questions for 
the auditor. How, for example, can he 
satisfy himself that proper accounting 
records have been kept by an official 
agent, considering the chaotic con- 
ditions usually evident in the typical 
campaign office? How coes he assess 
independently the value of donated 
goods and services? 

If he feels he has te qualify his 
report with respect to contributions, 
does he then have to qualify with 
respect to election expenses? And, 
perhaps most importantly, how is all 
this to be done at a reasonable cost? 


techniques employed by enterprises 
that now accrue in advance for future 
losses. Similarly, commentators who 
oppose accrual in advance are asked 
to set forth their reasons, whether 
the reasons relate to criteria, measure- 
ment techniques or other factors. 


South African Tariff 
for Secretarial Duties 


EMBERS of the feur South 
African societies of chartered 
accountants have been notified of a 
revised tariff of fees approved by 
the National Council of Chartered 
Accountants (SA) for ‘routine secre- 
tarial work for which fees cannot 
readily be based on the time taken; 
e.g., the completion of statutory com- 
pany forms and routine work in con- 
nection with annual general meetings’. 
Tariff fees, it is stated, are not intended 
to include accounting services, nor the 
cost of any necessary revenue stamps 
and stationery. 
Items included within the tariff 


employee’s tax certificate and Rg for - 
use of a member’s office as the com- 
pany’s registered address, to a maxi- 
mum of R35 for the initial writing-up 
of statutory registers and issuing the 
first share certificates. Preparation of 
articles of association, whether or not 
the company has adopted Schedule 1 to 
the South African Companies Act 1973, 
will continue to be on a time basis. 

National Council has stressed, in a 
foreword to the revised tariff, that the 
tariff fees are to be regarded as mini- 
ma; in many cases a higher fee — based 
on recommended rates of professional 
fees — may be justified because of the 
work and circumstances involved. The 
Council would also regard as ‘detri- 
mental to the profession as a whole’ 
any consistent failure to charge fees 
on a scale commensurate with the 
recommended basis. 


Under-Insurance: 
Accountants Liable 


"WO solicitors claimed that as a 
result of a fire at their Bishopsgate 
office on December 24th, 1967, they 
lost £9,400 because of under-insurance. 
It was asserted that the last conse- 
quential loss certificate submitted by 
their accountants, Maurice Apple & 
Co, showed gross fees of £16,412, 
whereas the true figure for fees at that 
time was £42,559. 

There had been a contest as to the 
meaning of ‘fees paid or payable,’ 
but the judge held that these words 
were not to be construed as. giving 
an option to the insured depending 
on the form of the accounts prepared 
for the Inland Revenue. 

‘It is perhaps coincidence that 
amongst solicitors there are a minority 
whose accounts are in one form and a 
majority whose accounts are in another. ` 
This irrelevant coincidence has been 
grasped by the defendants. At any one 
time, solicitors will have fees which 
have been paid, and fees which are 
payable to them but have not yet been 
paid; some of these will have been 
specifically quantified, and others pay- 
able but not yet actually quantified, 
being for work in progress.’ 

To be reasonably covered, a 
solicitor’s practice would need to be 
covered in respect of loss of fees, 
whether paid or payable. The judge 
thus construed ‘paid or payable’ as 






meaning ‘whether paid or paya e 
and not ‘either paid or payable but 
unpaid’. 

The judge, holding the solicitors also 
at fault in not spotting the mistake, 
said: ‘I have little doubt that they 
would have done so if they had been 
looking through the same documents 
for.a client. The reason, I suspect, is 
yet another example of the cobbler’s 
children being the worst shod.’ Pri- 
mary responsibility rested, however, 
with the accountants, who were held 
70 per cent liable. 









THIS Is MY LIFE 


Unworthy Thought 


by An Industrious Accountant 


HERE are two doors to our boardroom, one leading out 

to the passage and the other into the managing director’s 
sanctum. Their importance is due to our ancient insistence 
on keeping them securely locked. They are of heavy oak; 
even the snoopiest eavesdropper couldn’t overhear a 
syllable. 

Security implies secrecy. At our board meetings we talk 
in muted murmurs, almost, about our confidential forward 
planning. That distinguished lute-player, Orpheus, was 
torn to pieces by infuriated Thracian women, ‘the rout 
that made the hideous roar’, for butting in on their festival 
rites; but he’d have fared worse had be appeared in our 
boardroom. 

Consider Scotty, for example, displaying his multi- 
coloured charts of next season’s advertising campaign, of 
his new continental coutures that will fill our aisles with 
joyfully-screaming matrons, of his loss leaders and bargains 
and give-away gimmicks. He’d clobber an intruder as soon 

. as look at him. 

Then there’s Prinny with his graphs of cost-of-living 
indices wis-d-vis salary rises, of national agreement rates, of 
projected inflationary trends, and of train drivers, coal 
miners, Uncle Tom Cobley an’ all, with take-home pay in 
coded symbols. ‘As much as our survival is worth’, he 
whispers hoarsely, ‘if some Red agitator gets a peep at 
them!’ 

The managing director has diagrams of rising gross and 
net profits. If the telephone rings, he instinctively pulls the 
blank top sheet down over his figures. 

One day we adjourned for lunch, leaving the table strewn 
with files, while Prinny was discussing top management 
bonuses. ‘Make sure to lock up’, smiled the chairman as 
they left, so I dropped back to check the MD’s door. 








District Treasurers 
Form New Association 


HIEF finance officers of the new 

district councils, meeting recently 
in London, voted to establish an 
association for mutual contact and the 
furtherance of their common profes- 
sional interests. The first President 
of the newly-created ‘Association of 
District Council Treasurers’ has been 
named as Mr J. FE. Hicks, LP.F.A., 
borough treasurer of Reading, with 


r Bernard Luckhurst, B.A. (ADMIN.), 
~LP.F.A., borough treasurer of Southend, 
as secretary. 

In a presidential message to the 
Association of District Councils, Mr 
Hicks pledged the support of his new 
Association, looking forward to ‘oppor- 
tunities of offering financial advice 
and to a progressively friendly relat 
ship with all those individuals 
bodies committed to supporting ` 
work of district councils in 
challenging future now opening up 
the new authorities’. 






























The atmosphere was thick with blue smoke. The deput 
chairman’s smelly old pipe, Prinny’s cigars, numero: 
assorted cigarettes . . . the oxygen level was minim 
opened the window and emptied the two nearest ashtrays 
into the baskets. 

At that precise moment, the deputy-c came rushing back 
in like an angry bull, mouth open, eyes glaring. He stopped 
dead when he saw me, his face flushing slowly scarlet, 
his jaw dropped. Wordless though he was, his thought 
crystal clear. The suspicious ignorant clot had expected 
catch me red-handed reading Prinny’s private paper: 
beside his file on the table. 

I said simply ‘ messy’ and held up an ashtray. ` 
stuttered for once in his life, something about his pi 
(which he had not left behind him) and clumsily bump 
into the door as he departed. He’s been nice as pie sinc 
and noticeably subdued; so perhaps the thick bone betw 
his ears isn’t absolutely solid after all. 
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Inflation 


Janagement Accountants, 

“With Mr G H. Billson, a.c.m.a., 
A.M.B.ILM., President of the Leicester 
Branch, in the chair, Professor Michael 
omwich, B.SC., AC.M.A., of the Uni- 
sity of Wales, offered an explanation 
f the history and causes of inflation, and 
g@gested remedies as seen by an 
ademic. 


Complex causes 
‘There was no single cause, Professor 
Bromwich seemed to imply, for Britain’s 
currently experiencing a rate of inflation 
hich had been running at the rate of 
some ro per cent since the end of 1971, 
nd which without governmental action 
ould have increased still further in 1973. 
Le mentioned various phenomena which 
‘were seen in economic theory as causes 
of inflation: excess demand (though most 
conomic indicators in the UK had 
indicated excess capacity since 1969); 
increasing pushfulness by trade unions 
though it was not clear that management 


Profitability and : 


ICMA Regional Conference 


ONVENTIONAL accounts, in a time of inflation, seriously overstated the true 
wë level of profitability. In consequence, workers demanded too large a share of this 

er profit, government levied excessive taxation, management was in danger of 
distributing funds which should be retained to finance the replacement of obsolete 
plant, and current share prices expressed the stock market’s general lack of confidence. 
4s was one of the conclusions reached by a panel of speakers at last Saturday’s one- 
ay conference of the Leicester and District Branch of The Institute of Cost and 





would automatically concede wage in- 
creases in excess of preductivity); or 
increases in the money supply, of the 
order of 30 per cent per annum in 1972-73 
(though empirical studies of British data 
had discovered little direct connection 
between the growth of money supply and 
the rate of inflation). 

With such a wide choice of alternative 
causes, it was hardly surprising that 
policies suggested to control inflation 
tended to reflect one’s personal view of 
the predominant cause. The one in- 
escapable conclusion was that there was 
no socially costless way of reducing 
inflation, nor was any quick remedy 
available. Prices and incomes control was 
no more than a means of containing the 
symptoms of disease, while making an 
effort to cure the real illness, 

Sir Richard Young, chairman of 
Alfred Herbert Ltd and a member of the 


“CBI Economic Policy Committee, fore- 


The President of the ICMA, Mr C. A. Herring, B.Sc.(Econ.), FCMA, J.Dip. MLA., at the formal 
opening session. Also on the platform are (/eft to right) Professor Michael Bromwich, the 
first speaker; Mr S. H. Billson, conference chairman; and Mr L. A. Mastin, FCMA. Presi- 
dent of the Institute’s Bedford and Luton branch. 









saw continuing inflation in the range of 
from 8 to ro per cent — possibly even 
from ro to 14 per cent — among the 
toughest of the continuing problems 
which industrialists had to face. This, he 
said, would be a feature of business in the 
future, ‘govern who may, refuse to be 
governed who can, or keep accounts 
whoever continued to try’ — and, such 
was the persistence of mankind, this 
classification was likely to include most 
of the population. 

Good housekeeping — concentrating to 
the utmost on the efficient utilization of 
materials, money, manpower and energy ~- 
must be a first priority. It called for the 
highest standards in purchasing, pro- 
duction control, manpower and financial 
controls; even better performance. was 
needed in terms of strategy and tactics in 
marketing, product selection, design and 
sales. The most efficient businesses 
earned the respect of their customers, and 
were strongly placed to command the 
best possible prices for their output. 


Inflated inventories 


Particular attention, he added, should be 
given to the total of a company’s in- 
ventory. On the one hand, profits com- 
puted on a traditional and historic basis 
were overstated by reason of the inflated 
inventory value; while, on the other, a 
rising proportion of the cash generated 
was needed to finance the rising cost of 
the inventory to be maintained for a 
constant volume of output. 

The third speaker, Mr W. G. Lucas, 
FCMA, A.C.C.A,, J.DIP.M.A., a director of 
GKN Forgings Ltd, took as his theme 
‘The accountant ensuring real profit- 
ability.’ The recording and forecasting of 
inflation and its effect on profitability, he 
suggested, must become part of com- 
panies’ management accounting pro- 
cedures. 

With the aid of a series of simplified 
examples, he demonstrated how a com- 
pany initially showing a ‘fairly, profitable’ 
return of ro per cent.on sales and 20 per 
cent on capital employed could be 
bankrupted in little over three years. 
Even by adding a normal mark-up to all 
cost increases, the return on capital 
declined marginally from 20 to 19 per 
cent. ‘Real profitability’, Mr Lucas 
pointed out, was the maintenance of that 
rate of return on capital employed which 
was commensurate with the risk in- 
volved in the business. 

Controls on prices. and profit margins 
would remain with industry, he thought, 
for a long, long time ‘irrespective of what 
government is in power’; the only varia- 
tion from period to period would be in 
the degree of severity of individual 
controls. 





; THE 
April 4th, 1974 


ACCOUNTANT 


417. 


Towards Regional Responsibilities 


by H. S. A. MACNAIR, F.C.A. 


OLITICAL commentators have drawn attention to the 

immediate significance of the Kilbrandon Report, 
which is scheduled for early consideration by Parliament. 
The Commission on the Constitution, to give it its official 
title, has been involved with making an in-depth study of 
the present functions of the central legislature and govern- 
ment in relation to the several countries, nations and regions 
of the United Kingdom, with a view to considering changes 
desirable in those functions or otherwise in constitutional 
and economic relationships. 

The Commission was to have regard to developments in 
local government organization and other matters. Economic 
relationships include the tax-raising function, and par- 
ticular interest attaches to the written evidence submitted 
by the Revenue departments (Vol. 10, published 1973). 


Local personal taxes 


A precedent which might be followed is that of the Swedish 
local income tax whereby business income is charged to tax 
in each locality where business is being carried on through 
a permanent establishment. However, the distinguishing 
feature of the United Kingdom tax system is the pre- 
valence of deduction at source, notably in relation to 
PAYE, which is geared to the circumstances of the em- 
ployer. The nearest parallel abroad appears to be that 
of Switzerland, where a withholding tax on dividends and 
interest leads to the making of numerous repayments to 
individuals taxable in some cantons at a lower average rate. 

Existing plans for centralization of PAYE would require 
all the employees of any one employer to be dealt with at 
the same computer centre. The scheme involves the 
formation of three ‘accounts offices’ to handle routine 
collection and accounting processes. The Cumbernauld 
centre will begin operations in 1976 and the design of the 
Shipley centre is in hand with a view to its coming ‘on 
stream’ in 1978; the fate of the third proposed centre is at 
present uncertain. Local collection offices would continue 

o deal with enforcement, inspection of PAYE and end of 
year work. 

The original plans for nine centres were suspended at the 
end of 1970 and there will not now be a regional con- 
figuration for the accounts offices. However, the concentra- 
tion of records would probably now make it more feasible 
to meet the requirements of local taxation because the 


disparity between Inland Revenue boundaries and local: 


government boundaries, present and future, is a greater 
administrative obstacle for nine offices than for three. 
One scheme for local income tax works on the assumption 
that the province would fix the rate of tax but that all other 
aspects of provincial tax law would conform to the national 
pattern. Initially, there is the problem of adapting the 
PAYE system before the introduction of non-cumulative 





Results of February’s General Election make it clear 
that regional aspirations will require to be given due 
weight in the future organization and government in 
the United Kingdom. Control of. the purse-strings 
is usually regarded as an acid test of local independ- 
ence. 

Possible devolution of the tax-raising function to 
separate geographical areas of Great Britain (as well 
as Northern Ireland) has already been the subject of 
official studies — and, it is suggested, the adminis- 
trative problems are by no means as intractable. as 
may at first appear. ` 


tax credits and the consequent elimination of coding. It is 
suggested that tax would be due to the province in which 
the employee was resident at a given date, not later than the 
commencement of the year of assessment, since it would be 
impracticable to apply more than one provincial rate in the 
course of a year. 

To operate the scheme, all that the employer would ied 
(in addition to the two sets of tables already supplied for 
PAYE purposes) would be a provincial tax ready-reckoner. 
It is admitted that this would add substantially to the 
employers’ work even though only one extra piece of 
information would have to be recorded for each employee. 
On the whole, it seems that transition to the tax credit 
system would prove a prerequisite of a workable provincial 
tax levy on earned incomes. 


Direct loan taxation 


A more ambitious scheme would initially involve setting up 
tax departments within the provinces, requiring the pro- 
vision of numerous trained staff. It is envisaged that the 
Inland: Revenue would pass on to the province in which the 
taxpayer lives details of that person’s income. A preceding 
year basis would be used, the rate being fixed within 
limits determined by the central government; in general the 
rules would follow those for national income except that the 
provinces might decide to have a different starting-point. ` 

There would be problems in identifying a taxpayer with a 
particular province but, in order to protect their revenue, 
it is likely that the provinces would compile their own 
registers based on rating and voting lists. The cross-link 
with the national system would be provided by means of 
national insurance numbers. 

It does not follow that every taxpayer within the national 
system would be subjected to provincial tax every year 
having regard to the administrative cost of keeping track of 
those in transit between provinces or abroad. 

The Revenue evidence suggests that the cost of collecting 
provincial tax on a current year basis would be prohibitive. 
It is, however, admitted that on the preceding year basis, 
income tax on earnings in a peak year would often be 
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. collected in a succeeding. trough. The comment that there 
` would be ‘widespread objection’ to this feature seems 
` something of an understatement, underlined by present 
economic difficulties. 
Indeed, this would” appzrently take us back to the 
unsatisfactory position existing prior to the introduction of 
` PAYE — although presumably the level of provincial taxes 
_ would be more in line with the yield of local rates, so that 
adjustments such as those familiar under the rate rebate 


system would be easier to arrive at. It may be thought that 


provincial taxpayers would at least enjoy the advantage of 
being able to get in touch with their town hall, instead of 
- having to communicate with a nanonymous accounts office. 
The Revenue evidence was concerned with keeping down 
collection costs. If regional tax administration is a desired 
_ objective, however, this is’ likely to reflect the wish to 
redistribute the burden of taxation in a particular province 
between different classes of business and individuals in 
a manner significantly at variance with the national system. 
Local industries with a larg2 pay-roll, for instance, may 
expect to enjoy fiscal privileges denied to others whose 
-viability is less essential to lozal- prosperity. 
© The evidence suggests that the provinces would have to 
set up an organization which for the United Kingdom as a 
whole would be equivalent to setting up a large government 
department. Even if collection was not effected by instal- 
ments (and experience of rating collections from individuals 
suggests otherwise), the provinces would have to gear their 
- work to direct collection from 22 million individuals, 
compared with about 3 millions who are directly assessed 
at present under the national system. 

The staff required have keen estimated at some fifty 
thousand, equally divided between assessment and collection, 
supplemented by a further one for ten in the Inland 
Revenue. The Inland Revenue have expressed the opinion 

-that the problems of collecting tax from ‘rootless’ taxpayers 

would be very different from those experienced in dealing 
with householders or even small businessmen; ‘we suspect’ 
they say, ‘that the provinces would find great difficulty in 
recovering tax from those who did not wish to pay or who 
had moved, and we think that a multiplicity of debtor 
actions in court would be required’. 

One might perhaps draw the inference that it would be 
more attractive to the provinces to levy an extra tax on 
businesses rather than on individuals. There i is a precedent 
for this in Germany. 


‘inherktanies taxes 


.Two years ago, the then Government published a Green 
Paper on a possible inheritance tax in. place of estate duty 
(Cmnd 4930, The Accountant, March 30th, 1972). Dis- 
- cussion of this subject has been given considerable impetus 

‘by the work of the Institute for Fiscal Studies and its 
publication An -Accessions Tax; and the whole matter has 
taken a step nearer to change with the publication of the 
Irish White Paper (The Accountant, March 14th) in which 
many of these ideas are thought ripe for legislation. The 
Inland Revenue, in their evidence to the Kilbrandon 


Commission, included observations as to whether it 
would be practicable to administer estate duty as a pro- 


vincial tax. 
Identification with a provinze by reference to residence 
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was thought unstable: whereas the ‘location of assets is 
altegether too fortuitous. Hence an extension of the con- 
Cer of domicile to the regions was considered appropriate 
to — oncerin-a-lifetime tax. That proposal may seem less 
attractive in relation to the proposed accumulation of gifts 
anc inheritances as the basis of the possible accessions tax. 

There could be some interesting movements of popula- 
tior in view of the attractions of a low rate of duty for those 
antxipating its incidence. Indeed, many individuals now 
adv-sed to transfer themselves to the Isle of Man or the 
Chennel Islands might be happy to enjoy retirement in 
Scccland, Wales or the Lake District. 

‘The Inland Revenue recommend retention of the 
cen_ralized administration of estate. duty and indeed of 
the =elevant law, leaving only the rates to be decided by the 
provinces. The relative simplicity of these proposals would 
in practice pivot on the efficacy of a genuine identification 
of tae individual to be charged with the taxing province. ~ 

P5ssibilities for a local capital gains tax and stamp duty or 
gift: tax seem less promising, although the development 


. gairs tax foreshadowed in December 1973 seems a suitable 


candidate for local revenue raising. 


Corporation tax 


The difficulties which lie in the way of satisfactory taxing of 
mul-i-national companies, in particular in regard to transfer 
pricng, also militate against provincial taxation of com- 
pan=s. The larger concerns are more mobile than are 
clos- ‘companies located in proximity to the individuals 
whe control them. On the other hand, the desirability of 
prowding incentives related to profits rather than to man- 
power (regional employment premium) or capital (invest- 
merc grants) invites further consideration of a system which 
wou d attract good quality business to the regions. 

Tae Revenue point out that control of the rate of cor- 
porzion tax is an important instrument of economic 
policy and the unfettered ability to modify the rate as 
circumstances require is vital to any Chancellor. Even if a 
satisactory medium of provincial taxation of companies 
coull be devised, it is questionable whether the central 
govenment could acquiesce in any arrangement which 
left she liability of companies open-ended, or which made 
uncestain the yield of corporation tax (as in the case where 
prov ncial company tax was. an allowable deduction). 

Tue concepts of residence or management and control 


_ wouH be inappropriate as a means of allocating company 


rever-ues, given the preponderant influence of the south- 
east; and any allocation by reference to establishments and- 
activties would be an administrative nightmare. The 
publshed evidence refers to the adverse experience of the 
Depzrtment in the overseas field, where the process of 
detemmining arm’s-length. prices is said to be ‘time- 
consuming, frustrating and unproductive’. 

TEe suggestion that the practical difficulties of a precise 
alloc_tion of profits among the provinces could be overcome 
by a zonventional basis of assessment is thought to under- 
mine the stand which the United Kingdom has taken 
interaationally in favour of the direct attribution of profits 
to pzrmanent establishments on a proper accountancy 
basis The consequence would be a tendency to lay United 
Kingiom companies open to arbitrary and excessive 
taxat on in overseas countries. 
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Self-insurance 
An Element in Risk 
Management 


by J. E. BANNISTER, F.C.1.B. 


At first sight, ‘self-insurance’ is a contradiction. 
Insurance is dependent on spreading of risk, but the 
concept of self-insuring implicitly denies any spread 
of risk away from self. 


Te growing practice of self-insurance springs from 
greater interest in the concept of risk and the practical 
aspects of managing risk. In recent years it has begun to 
be recognized that insurance is merely a means of financing 
risk, and with this recognition has come an assertion 
that it is risk and not insurance that is primary. 

Risk management theory can be divided into four main 
parts: the identification or recognition of risk; measure- 
ment of risk; control or reduction of risk; and financing of 
risk. Set against this background, insurance is seen as only 
one aspect of handling or managing risk — in fact, as one 
means of financing risk. 

In view of this relationship, it may seem curious that 
more attention is paid to insurance than to risk itself. 
This over-concentration on insurance at the expense of 
risk is a reflection of the size-and importance of the in- 
surance industry, and leads to a situation where many 
companies treat insurance as a routine purchase and give 
little thought to relating this purchase to the severity of 
risk. 


Financial protection 


Having measured the risk in terms of probability and 
likely severity we buy financial protection up to a chosen 
limit. If our measurement is good and we can buy the right 
insurance cover then we can put ourselves in the same 
financial position after loss as before it. Note the limitation 
— insurance finances ‘our immediate loss, with perhaps up 
to two years’ loss of profit in consequential loss or business 
interruption insurance. It does not cover the long or 
medium term loss of market. 

One concept is central to the practice of insurance — 
contribution. All policy-holders make a contribution which 
is small in relation to possible loss. These contributions form 
a fund and, from this fund, loss sufferers are compensated. 

Let us look at it from the insurer’s point of view. The 
spreading mechanism is thé key and this has two com- 
ponents, the degree of spread and the rating system, used 








The substance of a paper presented to a recent seminar on ‘Risk 
Management’. A previous article by Mr Bannister, “The Captive 
Insurance Company’, appeared in The Accountant for October 5th, 
1972. 
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for assessing premium or contributions. If the rating 
mechanism properly reflects loss vulnerability (both in 
terms of physical and moral hazard) and the insurer has 
enough spread, he can make the mechanism work and can 
make a profit. 

From the insured’s point of view, the risk transfer must 
be worth while; the risk must be important enough and 
the premium must be low enough. ‘The insured exchanges 
a certain and definite small payment tor protection against 
the possibility of a much larger payment. 

These are two aspects of the risk: 


(1) Frequency — ‘how often does it happen? — and 
(2) Severity — ‘how serious is the possible loss?’ 


Every risk has a combination of frequency and severity; 
some have a large range of frequencies and severities. 
The higher the frequency of risk, the more it becomes a 
regular event. There is less uncertainty and if the loss is 
regular enough it becomes a maintenance cost and there 
is no advantage in insurance. 


Limited experience 


Severity is more of a problem. High severity is usually 
associated with low frequency. Often we are dealing with 
unique and totally new situations, losses that are unlike 
any previously experienced. The insurance industry’s 
performance in measuring such losses has been relatively 
poor and in retrospect provides little guidance. 

The best known example is the General Motors fire at 
their Livonia plant in 1953 — 344 acres of undivided partly- 
sprinklered buildirg classed by fire engineers as non- 
combustible. ‘PML’ or probable maximum loss was 
estimated at 1 per cent. The material loss was about US 
$55 million, and the factory burned out ~ helped by hun- 
dreds of tons of asphalt on the roof and thousands of 
gallons of flammable liquids. Any self-insurer relying on 
such PMLs would have been in serious trouble. 

Large ocean tankers were regarded as a good risk, and 
insurance rates were progressively reduced — until in the 
space of about a month three very large tankers were lost 
following explosions. 

On a more optimistic note, the new Boeing 747s were 
regarded by the aviation insurance market as a poor risk. 
Rates were increased to 3 per cent, but the new jumbos 
have produced better loss experience than conventional 
aircraft; and rates were forced down. 

Both of the parties in normal insurance have risk-hand- 
ling problems and use the insurance process to solve them. 
The insurer uses frequency, in the shape of accepting many 
similar but separate risks, to convert uncertainty into 
certainty ; the insured deals with his uncertainty of a large 
financial loss by a cash payment. In self-insuring we need 
to relate our limit of acceptance or retention to the spread 
of risk so as to mirror the normal insuring process. 


Spreading the loss 

Self-insurance is concerned with loss spreading. The 
normal method is geographical — i.e., spread over different 
locations or other units such as vehicles — but we can use 
chronological spreading as an alternative. The accounting 
year is an imaginary concept that too often is treated as 
real. Small losses can be absorbed within the accounting 
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year, but many medium-size losses could also be ababa 
if spread over more than ore year. 
The biggest practical problem for the self-insurer in 
. spreading losses over more than one year is tax. Losses are 
tax-deductible in the financial year of occurrerce, but any 
fund to meet future losses has to be built up out of income 
` that has already been taxec. ‘This makes a self-insurance 
fund (equivalent to insurers’ premium funds) very ex- 
` perisive. The main reason for the growth of captive in- 
surance companies is the tax advantage of an insurance 
company compared with an ordinary company.. 
In self-insuring we need to understand all the financial 
- elements of normal: insurance. The i insurers premium cost 
‘includes: 
(a) claims cost; 
(b) commission to insurance agents and brokers; 


(c) expenses of operation of the i insurer (including acquisition 
cost); and 


(d) anticipated profit. 


When self-insuring, we need to look at each element of 
insurers cost and activity. and determine (1) whether 
we need it, and (2) if we do need the service, how much 
will it cost for us or anyone else to provide it. 

The main components of an insurance company’s 
operation, other than marketing and selling, are: 

(1) Premium fund and reserves - to determine how and how 

much risk is accepted. 
` (2) Rate structure — assessing the method of levying con- 
tribution. 
“(3) Risk assessment — assessing the individual risk for ac- 
ceptance and rating purpcses. . 

(4) Policy wording — defining the risk to be accepted, 

(5) Reinsurance — to cut off acceptance of risk, especially 
individual risks, so as to J:mit net acceptance to required 
‘overall level. 

(6) Claims ~ verification, handling and settlement of claims; 

and 


(7) Loss control — helping insureds to control and reduce 
risk. 


How much can be retained 


Insurers relate the amount and character of their under- 
writing to the size ot their premium fund and other 
reserves. There are statutory limits in most countries on 
-premium writings. The most common is the solvency 
ratio, or the relationship between free reserves and retained 
premium net of reinsurance. Sometimes the amount ac- 
cepted on any one risk is controlled in relation to the size 
of reserves — for example, a rule that the amount insured 
on any one risk should not exceed 10 per cent of overall 
reserves. 

In self-insuring, it is necessary to make a financial 
assessment of how much risk can be retained, and arrange 
an underwriting or risk retention plan to ‘contain loss. 
If necessary, excess insurance can be used to limit loss 
to this level. 

There are two aspects of a non-insurance company’s 
operations that particularly relate to the level of risk 
retention: 


Earnings: What is the gross profit and what is the expected 
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aise in profits? Any alteration in earnings that would affect 
- Oe company’s financial standing is the criterion by which 
rsk retention can be assessed. 

For most public companies quoted on the Stock Exchange 
enything larger than 1 per cent of earnings is too much. If 
earnings are say £26 million the limit of risk by additional 
self-insurance is then £260,000. To this figure of 1 per cent 
c earnings are added any premium ‘savings resulting from 

s-lf-insurance, as these amounts are initially available without 
` aay threat to earnings. 

Cash position. Although it is feasible to expose I per cent 
o earnings in this manner, there is the problem of replacing 
assets after loss. The premium saving is obviously available 
bat there is no reason to assume that 1 per cent of earnings 
is available in cash. It becomes necessary to check on the 
li-quidity of the company and expected liquidity to see whether 
sich I per cent would represent too great a strain on the 
ccmpany’s cash resources. 


It should be remembered that we are talking about an 
aggregate level of loss — i.e., that the company can afford 
losses up to total of £260,000 plus premium savings in 
any Dne.year. At present, it is not normal practice to buy 
insu-ance on an aggregate loss basis, so that to implement 


-a set-insurance programme using this limitation formula 


requres either a means of controlling the frequency of 
partāl losses, or alternatively excess insurance on a stop 
loss baste, 


> 


Rating structure 
Ther is no need for the self nous to establish a fund 
whica would have to be established from post-tax earnings. 
The rormal cash and other liquid resources of the company 
take he place of premium funds and reserve backing. 
Treoretically at least, insurance premium rates are deter- 
mined by loss experience and should reflect previous and. 
antic-pated losses. The practical relevance of rating to self- 
insurance is that, having determined how much risk we 
can ætain we have to decide whether it is profitable to 
retair it. This problem can be broken down into two parts: 
(1) What is the cost of insuring this risk on the normal 
Insurance market? 
(2) What is the expected loss and more important the range 
of possible loss? 


Fo: example, a company might calculate a possible 
retention level of £500,000; but if it had one factory with a 
net fize rate of 0-15 per cent, it would be risking £500,000 
for a: aving of £750, and it would take 666 years’ premium 
saving to pay for a full loss, Even with several factories, 
the szving would be unattractive (although by insuring 
on am excess loss basis, a degree of self-insurance may be 
profit blei, 

Tale another example with motor vehicle accidental 
damage, where a premium of perhaps £20 might cover a 
risk oe £500. Now it only takes 25 years premium saving 
to par for a full loss. Talk in terms of 500 vehicles and 
our ezperience will show a maximum loss potential of 
very nuch less than £250,000 against a premium of 
£10,020. The annual loss level is probably less than £10,000, 
and sdf-insurance of accidental damage is almost certainly 
viable 

Sometimes loss data covering several years may, be 
available, and in order to put losses on a comparable basis 
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it becomes necessary to adjust them for both exposure and’ 
inflation. Exposure is related to number of units or size 
of risk; it is easy to deal with a fleet of motor vehicles of 
common size, for example. Actual losses are increased from 
their real level to allow for an increase in the number of 
units. Similarly, losses need to be adjusted to allow for 
inflation. ; 

Given more information on the number and size of 
losses, one could calculate the frequency and divide loss 
into bands of severity (e.g., up to £100, £101 to £1,000 


over £1,000). This gives some idea of the likely loss level, 


from which a crude decision can be made whether to- 
insure or self-insure, once the required premium level is 
known. 

Unfortunately, the only thing known for certain about 
the loss curve made up from previous years’ experience is 
that it will bend again, either up or down. It is impossible 
to state in advance which way it will change, although the 
factors influencing it may include changes in the law or 
in company activities, weather, industrial relations and 
technology. 

The rules would seem to be: 


(a) study the loss curve and update it; 
` (b) study the factors that will affect it; 
(c) make sure the exposure is well spread and reasonable in 
relation to overall limits; and 


(d) make sure it is advantageous in terms of pay-off against 
exposure to self-insure. 


Risk assessment 


It may be thought that comparing insurance and self- 
insurance as two alternative solutions to the problem is 
sufficient. Any new insurer carefully reviews a new risk 
and it is worth while for the self-insurer to do the same. 

As a minimum, risk data should be collected on a ques- 
tionnaire basis. For a substantial property or crime risk 
a physical survey is usually justified. The opportunity 
can be taken to put across to operating management at a 
local level the fact that the risk is now fully or partially 
self-insured, and enlist their help in controlling it. 

Having decided in principle to self-insure, one can opt 
to use a conventional insurance policy wording or extend 
the coverage to give wider cover as required. In normal 
insurance the policy wording is of central importance and 
defines the cover. For self-insurance, particularly where 
losses are absorbed in other than direct operating budgets, 

.it is equally important to define the cover so that there 
is no internal argument about claims. 

Agreeing the policy wording at both central and local 
management level is important in increasing the level of 
awareness of the need for loss control and securing full 
support for self-insurance. Even where self-insured losses 
are financed centrally, there should be some acknowledge- 
ment of the new situation in management accounts, either 
by a notional premium charge or by charging self-insured 
losses. If all losses are borne centrally, a local deductible 
is sometimes used to increase loss control. 

In discussing how much risk can be safely retained, 
mention was made of an aggregate level of retention — 
meaning the maximum level of retained loss for one year. 
The self-insurer has two methods of handling retention — 
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either to buy conventional, insurance’ with: a; deductible: 
or to purchase excess protection ole, In practice they: are 
the same although they use different markets. `. |; > 

. The ideal would be aggregate stop loss protection related 
to’ the right level; but this is difficult to buy and most self-. 
insurers will need to convert a theoretical ‘aggregate level, 
into a much smaller ‘each loss’ level. ‘This ‘each loss’ level ` 
needs to be : calculated cautiously taking account of. all 
possible aggregation of risk. e 

-As mentioned earlier, it would be wrong to ‘assume that, 
loss should be retained right up to.the aggregate level. By: 
comparing insurance quotations with likely loss levels, one- 
can select the best trade-off point, where here ja the best 
return for the risk retained. It is desirable to record care- 
fully the calculations so that all decisions can be reviewed 
against actual performance. 


Claim handling 


Provided there is a clear statement of the risks covered and 
conditions of insurance, preferably in policy wording form, 
first party property losses are simply handled. For business: 
interruption or consequential loss it is desirable to use 
conventional insurance formulae, and accounting help 
may well be needed. Ifthe loss is big enough, will reach 
into the insured area and conventional loss adjustment 
becomes necessary. 

Liability losses involve third parties, and for most. 
claims investigation and legal services are necessary. The 
self-insurer has to decide whether to handle those himself 
or use the facilities of his insurer or broker. There is a 
potential conflict of interest for claims at or near the 
deductible limit, where the insurer may be more concerned 
to protect his policy layer rather than keep claims to a 
minimum. 

Generally it is more expensive initially to provide an 
in-house claims service, but as experience builds up the 
cost is reduced and there can be significant advantages in 
customer and employee satisfaction from faster response 
to complaints and small claims. 

` When self-insuring, loss control has special practical 
significance in that all losses avoided represent immediate 
financial gain. An overall loss control scheme has three 
component parts: 

(a) an overall plan based on identifying hazard, measuring 
the seriousness of the hazard and determining systems 
of preventing and/or controlling loss; 

(b) regular survey to check how the plan is being applied, 
deal with new features and monitor management and 
housekeeping; and 

(c) incident analysis — careful review of every loss incident, 
however small, treating the incident as a failure of loss 
control, establishing what happened and using the 
analysis to underline management interest in loss pro- 
tection. 


Future of self-insurance 


In setting up self-insurance systems it is important to 
think simply, think conceptually and think financially. 
Some companies devise and implement their own plans, 
but most find outside help useful if not essential. Employing 
consultants can make sense if they have practical experi- 
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énce in this field and-aré able to deploy a team to add to the 
depth of knowledge: of ‘the potential self-insurer. It is 
difficult for a consultant to implement the insurance buying 
of excess or other. coverage required for a self-insurance 
plan. Consultants allied’ with insurance brokers have a big 
advantage i in this area. 
` Outside the USA, extensive Stee plans are e still 
uncommon, but as financial sophistication. spreads self- 
insurance will become normal for most medium and large 
companies. The spread of self-insurance will result in 
improved loss control and will alter the balance’ of risks 
‘placed with insurers. 
There will be a tendency for the better risk to self- 
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insure, leaving other risks with the traditional insurance’ 
market. We can expect sharper rating for the poorer risk. 
and the withdrawal of the substantial premium that cur- 
rently supports catastrophe risks will almost certainly 
lead to higher rating of these risks. 
The part that insurers play in development of self- 
insurance will obviously affect their future overall market. 
Experience in the US has shown that obstruction by in- 
surers has not impeded the spread of self-insurance. In 
fact, self-insurers have often banded together to provide 
their own capacity when refused cover or highly rated by 
the regular insurance market. 





CORPORATE PLANNING 


Approach to Financial Planning 


by D. E. HUSSEY, B.COM., A.C.LS. 


HE business which undertook no form of financial 
4 planning could not survive. In virtually every organiza- 
_ tion some attention is given to this important function and 
— because of the nature of financial management — this 
usually takes a forward-looking view. The projections used 
in some companies are derived informally. and may lack 
substance; in many others the finance department may be 
the only place in the company where any attempt is made to 
explore the future in terms that can be quantified. 

'There are certain basic aims which are probably a part 
of every organization’s financial strategy: the need to 
ensure solvency and liquidity now and in the future; the 
provision of such capital resources as are required for 
future development; cost efficiency in the obtaining of 
capital. 

The way in which the individual company interprets 
these aims and designs its financial strategy will vary as 
much as any other aspect of the management decision 
process, but all financial managers would add that they have 
a duty to contribute to the overall profitability of the 
enterprise. 


, Traditional approach 


It is fair to claim that traditional, and largely informal, 
approaches to financial planning work to a degree. Com- 
panies do stay solvent and do obtain capial for growth and 
“expansion. Where the informal, traditional approach is less 
effective is in doing what good financial planning should also 
— helping the company to come closer to the theoretical 
optimum profitability. Too much ‘ad hockery’ can result in 
financial constraints which lead to poor strategic decisions, 


financial actions which are costly, and a failure to consider 
the problems associated with risk. 

The importance of financial planning has long been 
recognized. There are really only two basic resource areas 
in any company — money and people — and without these 
the ‘goodwill’ resources of products, brands, customers 
and connections would be completely sterilized. It is 
perhaps because of this that a number of companies have 
tried to improve the perspective of their financial planning 
activities, 

One such attempt, usually originating from the financial 
area, is what might be termed ‘extended budgeting’. This 
usually consists of extending the annual budget and capital 
budget to'a future horizon by ruling a few more columns 
and extrapolating all figures. From this a projected cash 
flow can be constructed. _ 7 

In my experience, this approach is largely a waste of time, 
and frequently becomes a meaningless numbers exercise, 
rather than a constructive attempt to plan. It usually 
projects the status quo, and rarely takes account of what 
business is really about — the selection of various courses of 
action from numerous alternatives. 

Fortunately there is a better approach. A number of 
companies have opted to tackle financial planning in what 
is really the only consistently effective way — as an integral 
part of a total process of corporate planning. This approach 
offers a number of advantages where the management style 
of the company is right for it: 


(i) company objectives are defined with greater clarity, 
enabling financial objectives to be stated in their proper 
perspective; 
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(ii) company strategies are more carefully thought out and 
their impact better understood; 

(iii) more alternatives are considered, and ‘what if’ questions 
examined and answered; ` 

(iv) the plan is made in a greater awareness of the company’s 
own strengths and weaknesses, and in relation to ex- 
pected events in the business environment in which it 
operates; 

(v) All.parts of the plan are quantified, and — because of 
(ii) above — the results have depth and are not shallow 
like an extended budget; 

(vi) the plan is oriented to the future rather than the past; it 
is concerned with achieving stated objectives, rather than 
with the projection of past trends; and 

(vii) there is a feedback mechanism to allow continual revision 
' and updating. 

These aspects alone mean that the company is in a 
better position to project its future cash flows, and to 
revise these quickly if events prove that the plan is going 
wrong. This exercise is admirably suited for computeriza- 
tion, and planning models will speed ‘the company’s 
reaction and enable it to consider more options — as well 
as reducing the burden of tedious ‘number-crunching’. 
Many computerized modelling systems are available from 
various commercial sources, some dealing with only the 
financial alternatives, and others linking financial and 
physical options so that problems may be examined from a 
variety of aspects. 


The real task 

Although finance has a role to play on an individual project 
basis (particularly in the way capital is applied and pro- 
jects are evaluated), the real task of financial planning is in 
relation to the total company: the sources and application 
of funds in relation to the company as it is today, and with 
all its planned projects, how it expects to be at some time 
in the future. It is by no means a passive role — for example 
financial plans may indicate an unhealthy surplus of liquid 
funds and may suggest a need for the company to develop 
a more ambitious strategy to make effective use of this 
capital. Alternatively, it may be finance which suggests 
acquisition as being a better option than any other form of 
expansion, because it can be undertaken with an exchange 
of shares instead of cash. 

To a degree the sources of funds available to a company 
depend on its own financial strategy — the target liquidity 
and debt/equity ratio which it sets itself. They are also 
‘affected by the company’s own performance (past and 
anticipated), its dividend policies and its credibility. Cer- 
tain elements of the available funds are also internally 
generated, and to a limited extent are controllable by the 
company ; these include the efficiency with which working 
capital is used, depreciation, dividends versus retained 
earnings, certain elements of taxation and fiscal incentives 
for doing things in certain ways, and the use of company 
assets (e. g., land and buildings) as generators of cash. 

The remaining requirements of capital must be met from 
loan or equity sources external to the company. One of the 
features of the corporate planning approach is that it 
enables financial management to gauge the times and 
quantity of funds required so that these may be examined in 
relation to the expected state of the money market. More 
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lead time is given, so that a better evaluation can be made 
of alternative sources and their costs. The company is alsc 
more likely to avoid the expensive mistakes of raising | toc 
much or too little finance for its needs.’ 

This is only one side of the coin, and should not give the 
impression that the only function of a financial plan is tc 
provide capital willy-nilly. It has already been mentionec 
that a project may be changed for financial reasons througt 
the way it is funded, and that this change may have a direct 
impact on corporate strategy. In addition the application: 
side of the ‘planned’ cash flow should be looked at. very 
critically, and each requirement examined against the back- 
cloth. of the total corporate picture, in relation to both the 


availability and the cost of capital. Such an evaluation 


might indicate a need to: 
(i) ration capital according to profitability, risk and strategic 
needs; 

(ii) identify expenditures which can be Stee without 
unduly upsetting overall strategy (for example, replace- 
ment of office furniture, prestige expenditures); 

(iii) concentration on projects with the earliest payback; and 


(iv) re-examination of alternatives (e.g., rent or buy, ex- 

pansion or acquisition). 

This analysis touches on the important questions of risk 
and sensitivity to untoward events..No good corporate 
plan will ignore these factors (analysis is made easier with 
a computer, but does not depend on it), and the findings 
should be carried through into financial planning. Financial 
management must develop a set of contingency plans which 
allow it to act to achieve the corporate’ objectives even if 
something goes wrong. Blind allegiance to any set of figures, 
however sound the underlying strategies on which they are 
based, is hardly to be recommended. 


Long-term advantages 

One of the advantages of a pigsa Seet plan i is that 
it enables the company to see ahead what decisions must be 
taken, to prepare the ground well in advance, but to delay 
final commitment to the decision until the last possible 
moment. In other words, the plan should aim to SS the 
company maximum flexibility. 

Financial planning has been positioned asa ta Redon 
contributing to the achievement of corporate objectives. 
These objectives themselves will affect financial strategy ~ 
in relation to the profit growth sought and the conistraints 


‘imposed. It is interesting to consider another aspect — a 


profit objective expressed in growth in earnings per share i is 
likely to lead the company to prefer loan rather than equity 
capital. Additional equity sources are. likely to make the 
achievement of the objective harder! ` ; 

Nothing will ever make financial management easy. It 
will always remain an area calling for a high degree of 
management skill and judgement — the’ more ao because 
many businesses are international in. scope, bringing 
additional problems of interest, rates taxation, exchange 
control, and devaluation: additional risks and additional 
opportunities. Because it-is a difficult area it requires the 
best assistance that the science of management.can give it — 
and to me this is a total process of corporate planning. of 
which ‘financial planning is a key SE ‘There i is’ no 
better way. ~> 
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Decision Process 


Te success of the capital investment decision process 
is very largely dependent upon a co-ordinated flow of 
information from a numbzr of management functions 
within the business enterprise. Top management has 
itself some ideas about how the decision process should 
be approached, but the responsibility for the flow of 
information rests in most cases with the management 
accountant. 

The stages in this process, and the results of a compara- 
tive study of the role of the accountant in the process, are 
contained in an article by Henry R. Anderson entitled 
‘Capital Investment Decisicns: Sweden and the United 
States’ which appears in the September/October issue of 
Cost and Management. 


Stages in the decision process 


The principal stages in the decision process are set out in 
Figure 1 and take place within an environmental framework 
which imposes constraints emanating from industry and 
national economic policies and objectives. 


(a) Detection of facility need 


The idea for new investment can be derived from sales 
trends, to ensure supplies, relieve production bottlenecks, 
and managerial suggestions. Although not specifically 
mentioned in the article, one would hope also to reap 
suggestions from the corporate strategy and its related 
long-term planning. 


(b) Request for capital expenditure 


The request should contain a description of the require- 
ment and the reasons for the proposal. This should be 
accompanied by estimates of costs and cost savings, 
engineering specifications, and market demand changes 
where appropriate. 


(c) Independent analysis of request 


The function of this stage is to obtain an uncommitted 
view of the project to spot computational and judgement 
errors before the more detailed assessment begins. 


(d) Initial screening 

At this stage projects which conflict with company policy 
or have no chance of qualifying under the return on capital 
or other constraints are weeded out. 


(e) Co-ordination and formalization 


Co-ordination in this context involves relating the ob- 
jectives of the firm with the proposed projects and forma- 
lizing the communication of the degree of co-ordination 
to the decision makers. 
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The Capital Investment _ 


Figure 7 
“TAGES IN CAPITAL INVESTMENT DECISION PROCESS 


Detection of facility need 
from environmental factors 
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(f) Test proposals 
This comprises the final refinement of the proposal by 
testing the data used and using a formal appraisal technique 


for tte appraisal of the results and the projects potential 
to the firm. 


(g) F-nal selection of alternatives 


The election from acceptable projects of those which are 
to be incorporated in the capital budget. The latter takes 
into :ccount any limitations on the volume of funds 
availasle for investment. 


(h) Authorization and implementation 
These stages start with the formal approval of the capital 
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budget by the board of directors and appropriation of the 
necessary funds, and ends with the project in an operable 
condition. 


(i) Post-completion audit 

An audit of each project (or at least the major ones) should 
be performed to test whether the forecast results of the 
project were accurate through an examination of per- 
formance results actually achieved against those contained 
in the project specification. 


Decision variables 

The decision variables which are relevant to most capital 
investment projects include unit costs, selling costs, 
distribution costs, advertising and promotion, administra- 
tive costs, resource limitations, annual market demand, 
sales price, sales discounts, capital required, expected life of 
project and residual value. 

The comparative study of the role of the accountant took 
place in the United States and Sweden. The data relates to 
the steel industry in both countries and was obtained by a 
mixture of interview and questionnaire. 

In both countries the request for capital expenditure is 
usually the exclusive province of the engineering and 
technical staff. The independent analysis of proposals was 
carried out in 7o per cent of cases by accountants; they 
were responsible for the co-ordination and formalization 
process, but they played a very limited role in the final 
selection stage. 

In Sweden, the accountant played a larger part than his 
US counterpart in the establishment of accept/reject 
standards and the determination of the funds available for 
investment. In the US, on the other hand, the accountant 
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Figure 2 | 


LEVEL OF ACCOUNTANTS’ INVOLVEMENT IN COMPUTATION 
OF DECISION VARIABLES 


United 
States Sweden 
Proposals net cash flow: per cent per cent 
Unit cost of materials .. © .. i 87 64 
Unit cost of labour oa D as 93 64 
Unit cost of overheads .. 100 64 .° 
Selling costs Pee age as ek 79 10 
Warehousing costs së So ie 93 ' 67 
Commission on sales .. Gs 50 — 
Advertising and promotion costs Gë 50 36 
` Administrative costs de is Gi ER 87 
Resource limitations wa Si Ge 57 55 
Sales volume .. Si sv Se 21 — 
Selling price Ss Si d Ss 44 15 
Sales discounts .. D es we 77 
Life of project .. 80 60 


played a larger part in SCH detecting of the facility need, 
initial screening and computation of the decision variables, 
as well as the post-completion audit. 

The relative involvement in the computation of the 
decision variables is shown in Figure 2. 


Conclusions 

The study shows that, even in a socialistically controlled 
economy such as Sweden’s, the capital investment de- 
cisions are still largely carried out by management using 
similar approaches to those in the US. There exists the 
same need for information upon which to base the decision 
and this will be very largely the province of the accountant. 
Under different economic environments, the responsibilities 
of the accountant will differ but the differences will not be 
entirely due to government intervention. 


Flexible Working Hours 





Just about two years ago, British firms began 
cautiously to experiment with flexible working 
hours. In the process, there came an explosion 
of written words in this field; professional man- 
agement: journals blossomed with words (mainly 
of commendation) for the concept. 

Critical comment has been small in quantity, 
the spread of application most vigorous and the 
paean of praise almost unending. But there are 
snags, and these are beginning to multiply. 





Mest accountants with management responsibilities 
must be aware by now of the broad outlines of the 
‘flexible hours’ system; basically, one separates the day’s 
work hours into ‘core’ time when everyone must be in, 
and ‘flextime’ when employees have the choice of working 
or not. The system can be sophisticated or simple, with or 
without flexible lunch breaks, and starting/finishing times 
at will or in modules of ten, fifteen or twenty minutes. The 
employee has a choice of working anything between (say) 


Time for Second Thoughts? 
by W. WALSH, A.C.I.S., M.ILS.M. 


a five-hour and ten-hour day provided he makes up his 
contract time (e.g., 152 hours per four weeks) within a 
specific period. In more sophisticated systems, the em- 
ployee can carry forward a limited number of debit and 
credit hours. 

The very obvious snag with the system is the time 
recording. In earlier days of application in small offices, 
there was a tendency to leave this to supervisors to watch, 
and a belief that staft would be so thrilled by flexible 
working hours that they would police the system themselves. 
They do, but complications arise because of illness (certi- 
ficated or otherwise), odd days of holiday, overtime, 
meetings outside core time and welfare ‘leave’. 

Many of those who started with ad hoc recording have 
found it desirable to introduce more certain and more 
elaborate methods. Fortunately the spread of flexible 
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wuss hours has also multiplied the purveyors df tne 
recording systems; probably half a dozen firms are retailing 
‘equipment, record sheets, attendance records and record 
cards. These provide a choice from wholly manual to 
wholly machine systems, providing ‘at a glance’ information 
of “how ‘each employee stands in relation to the time 
. Re has worked against contract time. Employees need this 
“information as much’ as management does, since their 
recollection of events can be hazy, faulty or too optimistic. 
But all systems rely..on humans in-putting information 
. which is correct. In offices, especially, time off for personal 
affairs, absence from the office on business matters and odd 
holiday periods can play havoc with recording systems if the 
departmental manager or supervisor forgets to mark up the 
-employee’s record. 
., Flexible working hours demand the closest co-operation 
7 between managers, supervisors and staff if the scheme is 
going not only to operate fairly but also to permit the firm 
to operate efficiently. Sometimes, with all the other 
. pressures which apply in business life, that co-operation 
slips and flexible time then becomes frustration time. 
.  A-second and more serious snag is the gradual hardening 
of trade union attitudes to flexible working hours. Erosion 
of the ‘perks’ which were once associated with being in the 


` office against being in the works has considerably cooled. 


` the attitudes of office staffs to innovation. The very 

“ enthusiasm with which flexible working hours have been 
extolled in management journals creates the impression 
that there is a lot in it for management. 


"Who benefits ? 


Significantly perhaps, one otherwise excellent booklet on 
' the subject lists eight advantages to management and four 
to staff — and it lists the management advantages first. 
‘Articles in magazines as diverse as Office Equipment News, 
. Professional Administration, World Business, Industrial 
Society and Personnel Management, have all tended to stress 
` the benefits to the firm rather more than those to employees. 
i Employers in Germany have been caught in a scissor 
grip by unions demanding, on the one hand, a share in the 
increased productivity created by flexible working hours, 
„and on the other compensation payments to staff who do 
‘not have the benefits of flexible working hours! In the UK 
at least. one union is avoiding discussions on the intro- 
duction of flexible working hours until the employer is 
willing to discuss simultaneously a reduction in. the normal 


_ working week. This, the union feels, is necessary to 


restore the position now that industrial workers have 
‘secured the same working week as office staffs. 
` Other unions are saying quite bluntly that credit hours 
should be compensated at overtime rates if the employee 
so wishes, rather than given as time off in the next period. 
In effect, this is putting the power to work some limited 
overtime in the hands of the employee — without any 
management control. 
ZA third snag is the demands that flexible working hours 
make on departmental managers and supervisors. These 
are not.always the most vocal people — their ambitions may 
mute their criticisms — but, talking to them on a man-to- 
man basis, one finds‘a solid core of resentment. Their lack 
of enthusiasm can be dampening. Some of it springs from 
fears which may be groundless. We all fear that change 
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will find us E in some qualities. and abilities. Those 
with experience, however, are lukewarm in their praise for a 
system which — as some of them put it — gives them the 
freedom tò have another headache added to the job. 

It is not just problems of time recording and sorting out 
the arguments about what.is the firm’s business and what 
not, but the problems of communication and tying up the 
loose ends of jobs. Senior managers want to see staff, 
books,. records, files and paper at times which take no 
account of the fact that this or that section is understaffed 
at that moment of the day. If the public have need for the 
services of the office, they expect to get it over the whole of 
the working day, and not just in the core time. 

Try as they will, supervisors cannot stop internal 
swap arrangements that staff make to improve the flexi- 
bility of flextime. Abortions of the recording system (not 
all of them accidental) demand time which is already 
scarce to put right. The inability to be sure of contacting 
other departmental heads for liaison on complex cases ~ 
except in core time — leaves the supérvisor or manager 
with the impression of trying to squeeze a 38-hour working. 
week into about 25 hours of actual working time. ` 


No longer attractive 


A fourth snag is the spread of flexible working hours, At 
one point in time, to have ‘freedom in the working day’ was 
a selling point to attract staff. But it is only a selling point 
if it is unusual. The wider the spread of flexible working 
hours, obviously the less it becomes an attraction to work 
for a particular firm; it becomes simply another ‘hygiene’ 
factor. If the firm does not offer it, then it is a dissatisfier ; 
if it has got it, then it is not a motivator! 

And that is not all. Outside the main city centres, public 
transport is geared to rush hours. Transport organizations 
with their own difficulties in finding staff (and, today, 
perhaps fuel) tend to concentrate their efforts-in putting on 
services at times when vehicles are likely to be filled; 
hence the worker who wants to avoid the rush hour but, 
must rely on public transport finds his flexible working 
arrangements of little help. Given a little antipathy to time 
recording, this can be enough to BEER the worker into a 
jaundiced view. 

Since, to date, nearly all reviews of flexible working 
hours have been replete with phrases like ‘enthusiastically 
received by both employer and employees’ and ‘staff 
affection for the scheme’, it could be unusual to produce 
one less convinced that ‘flextime’ is moie than a gimmick. 
Possibly this springs from an unwillingness to go over-. 
board for instant solutions to any problem, but it also 
derives from experience and reading. 

When managers say ‘It produces the opposite of a team 
spirit — it creates a sloppy approach’; when supervisors 
say ‘It creates more problems than it solves, but manage- 
ment never wants to hear of the problems’; and when 
trade unions begin to question who really benefits — then, 
perhaps, it is a time to apply the magnifying glass to the 
disadvantages. So far, so much has been written in praise 
that it would be useful to know if those firms who were 
telling us two years ago how flexible hours had reduced 
absenteeism, raised morale, reduced labour turnover, and 


‘improved recruitment and co- pperation still feel the same 


benefits ı remain. 
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Trust Houses Forte Expands 


Abroad 


Ao R Grand Metropolitan (March 
zīst issue) there has to come Trust 
Houses Forte, although ‘after’ is in the 
sense that THF, with an accounting 
‘date of October 31st, issues its accounts 
after Grand Metropolitan ‘whose ac- 
counting date is September 3oth. But 
there was a nice piece of ‘showmanship’ 
in that THF’s accounts were issued on the 
same day as Grand Metropolitan’s annual 
meeting. 

Whereas Mr Maxwell Joseph, as chair- 
man of Grand Metropolitan, talked about 
inflation accounting and how potentially 
well Grand Metropolitan would come out 
of the exercise because of its gearing, 
Lord Thorneycroft, as chairman of THF, 
can point to page 30 of the 54-page 
annual report where the group results and 
balance sheet are presented in ED8 form. 
The memorandum is included in our 
reprint. 

There is no particular comment from 
Lord Thorneycroft on the memorandum 
other than to state in his review that as 
the result of the general discussion on 
inflation accounting: and the suggestions 
of professional bodies, the directors ‘feel 
it right that they should provide a sum- 
mary on‘these lines this year’. 

-~ THF comes well out of inflation ac- 
counting because of the strong property 
base and the high gearing on that base. 


Largest hotel group 


Trust Houses Forte is different from 
Grand Metropolitan in that it is to a far 
greater degree reliant on the hotel in- 
dustry. The extent is shown in the analy- 
sis of trading receipts and surplus 
‘provided in the directors’ report, The 
hotel interests were materially extended 
when, as the result of a tender offer last 
August, THF’s interest in TraveLodge 
International Inc. was increased from 
5°9 per cent to 79-2 per cent at a cost of 
US $23:02 million. 

Another operation late in the financial 
year was the acquisition last October of a 
further 8 per cent of the equity in Cook 
International (formerly Thomas Cook 
and Sons) at a cost of £2,048,000 to take 
the equity stake to 23 per cent. Against 
that transaction, property and other assets 
were sold for £7,716,000 and, as in Grand 
Metropolitan, this redeployment of pro- 


perties is a continued source of funds. 

The THF group is in fact one of the 
largest hotel, catering and leisure groups 
in the world, and whereas Grand 
Metropolitan broadened its own trading 
base by acquisition of the Watney Mann 


.and Truman brewery groups and the 


Mecca catering, entertainment and book- 
making organization, THF was at one 
time at the reverse end of the situation, 
with Allied Breweries putting in an 
agressive but finally abortive bid. Allied 
Breweries, however, is the biggest single 
shareholder in THF with some 25 per 
cent of the equity. Sir Charles Forte, 
deputy chairman and chief executive, and 
Mr Eric Hartwell, vice-chairman and 
deputy chief executive, each have interests 


covering more than ro per cent of the 
equity. 

The THF equity is an equity with a 
difference. There is, in addition to the 
board of. directors of the company, 
seven-strong council, the members of 
which are the trustees for the 130 trust 
shares of the company. These shares 
entitle the trustees to the same number of 
votes on a poll as all the holders of other 
shares of the company. In this way the 
council possess voting power capable of 
ensuring that the objects for which the 
company was formed are maintained. 
They are also responsible for distributing 
the income from the trust for charitable 
purposes. 

All that goes back more than 70 years 





TRUST HOUSES FORTE LIMITED 
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Set out below is a summary of the results for the year and the balance sheet position as adjusted for the 
broad effects of inflation. Fixed Assets values have been increased by application of the Retail Prices 
Index to the year of acquisition or valuation. Overseas Fixed Assets have been converted at the rate of 
exchange ruling at the date of acquisition. Depreciation has been recalculated for the period based on the 
indexed values of depreciable assets, The principles used in calculating the indexed basis follow those 
recommended by the Accounting Standards Steering Committee in Exposure Draft No. 8. 


GROUP RESULTS 


Profit before Tax (See Note) 
Taxation 
Pre-acquisition Profit of TraveLodge 


Group Profit after Taxation 
Minority Interest 


Profit attributable to Trust Houses Forte Limited 
Earnings per share f 


Fixed. Assets less Depreciation 
Investments 
Net Current Assets 


Total Net Assets 
Represented by: 
Share Capital and Reserves 


Loan Capital 
Minority Interests 


Note: 


BALANCE SHEET 


Indexed Historic 
Basis Basis 
1973 1973 

£ £ 
2,070,000 22,958,000 
6,331,000 6,331,000 
25,739,000 16,627,000 
878,000 878,000 
24,861,000 15,749,000 
885,000 559,000 
£23,976,000 £15,190,000 
28.92p 18.32p 
293,742,000 236,166,000 
24,450,000 24,450,000 
1,757,000 1,757,000 
-£319,949,000 £262,373,000 
160,662,000 108,301,000 
148,235,000 148,235,000 
11,052,000 5,837,000 





£319,949,000 £262,373,000 


The profit before tax has been adjusted by adding the net gain during the year from the effects of inflation 
on the Group's long term liabilities fo £11,445,000 and deducting the additional depreciation of 
£2,333,000 based on indexed values of depreciable assets of £2,333,000. After adjusting for minority 
interests, the effect of the above is to increase share capital and reserves by £8,786,000. 





418. 
to January 1903, when the company: was 
registered as Hertfordshire Public House 
Trust with the object of establishing, 
deyeloping and maintaining hizh stand- 
ards of public house and hotel service. 
- As the analysis of trading receipts and 
surplus shows, hotel operations in the 
United Kingdom now form a minority 
under both headings, although the con- 
tribition to profits is greater than the 
-contribution to trading receipts. The 
‘overseas element in THF operations is 
growing, and majority control of 
TraveLodge International Inc. . adds 
28,000 bedrooms in 460 hotels and motor 
“hotels to the group. 


H 


-First quarter 
, Expanding overseas interests will be im- 
portant this year since UK operations 
were ‘hit quite severely’ in the first 
quarter of the current year. Sir Charles 
Forte has stated that first quarter UK 
turnover fell between 13 per cent and 15 
` per cent, with the result that group earn- 
ings were down on budget. When the 
accounts were issued in mid-March, 
however, there was already a ‘good 
: recovery’ taking place. ` 
At the same time, speaking at the 
_ Grand Metropolitan Group’s annual . 
-meeting, Mr Maxwell Joseph was telling 
shareholders that ‘the results fcr the first 


` 
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six months of our year will not equal those 
for the equivalent period last year’. 
Grand Metropolitan’s turnover in the 
October-December quarter. rose £24 
million to £239 million but after then 
sales showed a lower trend, particularly 
in the hotels and restaurants division. 
It hardly looks as though 1973-74 is 
going to be a brilliant year for either THF 


‘or Grand Metropolitan, and it would not 


be surprising to see both companies con- 
centrating further on building up overseas 
operations and reducing UK interests to 
some degree. 


Western Selection 
Show SSAP1 


` [OSOLYNE LAYTON-BENNETT 


& CO comment in their report as 
auditors of Western Selection and De- 
velopment, that results of associated 
companies have not been included in the 
accounts ‘as required by the statement of 
standard accounting practice of the 
Institutes of Chartered Accountants’. 

Under ‘Accounting Policies’ in the 
accounts, the directors state that un- 
distributed profits of associated companies 
have not been included because ‘in the 
opinion of the directors such treatment 
would be misleading because the com- 





. TRUST HOUSES FORTE LIMITED AND SUBSIDIARIES ` 
(CONSOLIDATED BALANCE SHEET AT 31st OCTOBER, 1973 











Thorneycroft Chairman 
‘Charles Forte Deputy Chalrman and Chief Executive 





1973 1972 
R Notes £ 
` Assets Employed 
Fixed Assets ` EW ` 236,166,000 205,136,000 ` 
"` Investments 0 24,450,000 14,069,000 
` . , Current Assets 
, Stocks 1 10,075,000 8,380,000 
Debtors EN 43,998,000 31,076,000 
Short term deposits 5,020,000 - 3,699,000 
Bank balances and cash 3,168,000 2,207,000 
- 62,262,000 45,263,000 
7 _ 322,878,000 7 264,567,000 ` 
Current Liabilities : 
Creditors 39,901,000 30,080,000 
_. Taxation including Corporation : ‘ 
~- Tax payable 1st January, 1975 5,773,000 ` 3,902,000 
Dividends 6,124,000 6,398,000 
Bank overdrafts 8,707,000 10,567,000 
60,505,000 nn 50,947,000 
i £262,373,000 £213,620,000 
`. Financed by 
Ordinary and Trust Shareholders j 
Share Capital 13 20,814,000 20,633,000 
Capital Reserves 14 55,459,000 ~ 55,831,000 
Profit Retained 32,028,000 22,962,000 
SHAREHOLDERS” 
INVESTMENT š 108,301,000. 99,426,000 
_ Minority Interests 5,837,000- 2,921,000 
` Loan Capital 15 148,235,000 111,273,000 
£262,373,000 


£13,620,000 


April 4th, 1974 : 


pany is an investment déaling company 
where quoted investments are held as 
trading stock’, Dividends received and 
retained profits are stated in subsequent 
notes. . s 
Western Selection and Developments 
two quoted associated companies are 


‘stated to be Gold and Base Metal Mines 


in which the equity holding is 38-4 per 
cent, and The Kwahu Company in which 
the holding is 44:6 per cent. An unquoted 
associated company is Creston Holdings 
in which the stake is 50 per cent. The 
net retained profits of the three concerns 
in their 1973 accounts were £24,424. 

Group revenue of Western Selection 
and Development in 1972 was £488,295, 
including dividends and interest of 
£127,915, of which £50,343 was from 
associated companies. 


Speedy Reporting by 
Eaton Corporation 


ILE leading British companies ` 

with an` end-calendar year ac- ` 
counting date are only now beginning 
to report their preliminary results, there 
comes from the Eaton Corporation the 


`. full annual report and accounts for that 


year. The report was dated March 15th ` 
and the report of independent account- 
ants Ernst & Ernst, of Cleveland, Ohio, 
is dated February ist. 

The report. has not the- slightest’ 
indication of being a ‘rush job. The 36 
page report has 16 pages of financial 
review, including detailed reporting and 
commentary, as well as the accounts 
themselves. Apart from financial high- ' 
lights 'on the first page, the first section 
of the report comprises a statement from 
Mr E M. de Windt, chairman of the 
board, and Mr Paul A. Miller, president, 
followed by group reports on product 
divisions: truck and other ‘vehicle com- 
ponents, industrial vehicles, construction 
and woodland vehicles, automobile com-’ 
ponents, industrial security and con- 
sumer products, plus commentary on 
growth planning and forward policy. 

Included with the report is a separate 


magazine-style review in four languages ` 
' of Eaton in Europe. Eaton’s European 


headquarters for Truck Components, ‘as 
well as for industrial and security 
products, are at Acton, London; for - 
materials handling equipment at Marlow, 
Bucks, and the centre for automotive and 
control products is in Milan. 

Worldwide net sales by the Eaton 
group in 1973 totalled $1,550-15 million, 
with net income at $85-6 million pro- 
viding a 5*5 per cent return on sales and 
a 164 per cent return on shareholders 
equity. And all fully documented and _. 
fully reported, analysed and commented 
upon by mid-March. 


H 
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EVERE adjustment to Mr Healey’s 
Budget resulted partly from the 
fact that the stock market misjudged 
the policies of the new Government 
just as it misjudged the prospect of its 


election. The market immediately 
before the election was forecasting a 
Tory win, and after it was perhaps 
hoping, rather than forecasting, that a 
minority Labour Government would 
need to mind its Ps and Qs. 

But, with nothing to lose, the Labour 


Government is governing as though it . 


had a majority of 100 and a complete 
and unfettered mandate. The Budget 
has initiated rises in industrial costs 
while at the same time considerably 
restricting private sector profits arid 
cash flow. 

Politically, the Budget seems to 
point to the intention of the Govern- 
ment to go to the country in the autumn 
before the real cost crunch comes, par- 
ticularly in wage costs. The Wealth 
Tax Green Paper could prove part of 
the Labour Party’s next General Elec- 
tion manifesto. 

The stock market invariably over- 
reacts and, in getting so much out of 
its system in so short a time, may have 
over-reacted on this occasion. Even so, 
it is difficult to make a bull market out 
of the 1974 Budget, or out of the 
prospect of another Budget in the 
autumn. 


HAMMERED 


The Stock Exchange Council is en- 
gaged in choosing new public rela- 
tions consultants — presumably to 
sharpen the Stock Exchange image to 
reflect the brand new London dealing 
centre. But while stockbroking firms 
of the calibre of Mitton, Butler, Priest 
and Chapman and Rowe fail in un- 
explained circumstances, new public 
relations consultants will have a job 
on their hands. 

Mitton, Butler, Priest was the first 
limited company concern to fail and 
did so after having first been suspended 
because of liquidity doubts and re- 
instated when liquidity, presumably, 
was substantiated. But once any stock- 
broking concern is suspended it loses 
business and cannot readily win it back. 


THE 


‘ACCOUNTANT 


Lost business and high costs make a 
killing combination. But it needs to be 
said that stockbrokers rarely fail if 
they stick to stockbroking. They fail 
for other reasons — such as when they 
act as principals, or have delusions of 


.grandeur such as pretending to be 


financiers or industrialists. In most 
stockbroking failures there is more than 


‘market conditions’ at the. root of. 


things. 


INTEREST 


One effect of the Budget has been to 
destroy what hopes there were of any 
early move towards lower interest 
rates. The Chancellor commented on 
the possibility of a lower interest rate 
trend quite early in his Budget state- 
ment, but then proceeded to introduce 
measures which cumulatively must 
have the effect of keeping rates rising. 
War Loan at a price to yield over 
14 per cent confirms the stock-market 
truism that today’s price for 24 per cent 
Consols is tomorrow's price for 34 per 
cent War Loan. 

Had the Budget’s actions suited the 


433 


interest rate words, the building 
societies would probably have been 
content to hold their rates in the hope 
that other rates would come back 
towards theirs: As things are, building 
society rates are once again a matter 
of Government manoeuvre. 


CONSORTIUM SE 


The full list of banks participating in 
the 2-5 billion Euro-dollar Joan for the 
Treasury is an instance of the success 
attending the development of con- 
sortium banking over the past few 
years. The interweaving of banking 
interests on an international scale has 
created immediate contact points and 
has initiated new large-scale com- ` 
mercial banking business and also the 
exchange of it. 

And yet consortium banking is still 
new. MAIBL — Midland and Inter- 
national Banks Ltd—the first consortium 
has just celebrated its tenth anni- 
versary. Being known is part and parcel 
of success in the City and whereas 
some may not know oddly-named 
consortia, everyone knows MAIBL. 


‘Rates and Prices 


Closing prices, Tuesaay, April 2nd, 1974 


‘Bank of England Minimum Lending Rate 


May 18,1973 .. 73% Oct.19,1973  ..112% 
June 22,1973 .. 73% Nov.13,1973 ..13 % 
July 20,1973 .. 9% Jan.4,1974 ..123% 
July 27,1973 ..114% ‘Feb.1,1974  ..123% 


Finance House Base Rate 
April 1st, 1974. 154% 


FT Industrial Ordinary Index 
April 2nd, 1974. 274-7 


Treasury Bills 


Money Rates 


Daytoday `. 9 -10 % Bank Bills 

7 days 9 ~11 % 2months 154-15 %. 
Fine Trade Bills 3months 154-15 % 
1month .. 158—1583% 4months 151-15 % 
2months .. 154-151% 6months 154-15 % 
3months .. 1514-154% 


Three Months’ Rates 


Local authority deposits .. 154 -16 % 
Local authority bonds 1 Be AAR 
Sterling deposit certificates 153 -—152 % 
Euro-sterling deposits 18% -194 % 
Euro-dollar deposits S -10$ % 


Foreign Exchanges 


Jan.25 .. £12-0270% Mar.1 .. £11-9290% New York.. 2:3985 Frankfurt .. 6-0750 

Feb.1 .. £11-9850% Mar.8 .. £11:9461% Montreal .. 2-3295 Milan . 1503-00 ` 

Feb.8 .. £11-9649% Mar.15.. £11:-9124% Amsterdam 6:4375 Oslo 13-2150 , 

Feb.15 .. £11-9110% Mar.22 .. £11-9649% Brussels .. 93-7250 Paris 11-4600 

Feb.22 .. £11:8171% Mar.29.. £11:9815% Copenhagen 14-5300 Zürich 7-2550 
Gilt-edged 


As well as the usual prices quoted at the close of business on press day 
we also give below the quarter-end prices 


Mar. 29th Ap. 2nd 


Consols 4% Se fe +» 27% 278 
Consols 24% i si zi 162 17 

Conversion 34% .. Së ZA 244 
Conversion 54% 1974 .. .. 982 98s 
Funding 34% 99-04 .. . 28% 288 
Funding 54% 78-80 .. . 70% 708 
Funding 54% 82-84 .. , 61$ 61% 
Funding 53% 87-91... +» 47% 482 
Funding 6% 1993 e 1. 473 472 
Funding 63% 85-87 .. cé, BF 574 
Savings 3% 65-75 d ,, DOS 91 


Mar. 29th Ap. 2nd 


Treasury 9% 1994 ite 673 68 
Treasury 84% 84-86 .. | 71 714 
Treasury 84% 87-90 .. ,, 644 65 
Treasury 64% 1976 a . 88 881 
Treasury 34% 77-80 .. .. 643 65} 
Treasury 34% 79-81 .. .. 614 624 
Treasury 5% 86-89 we . 464 458 
Treasury 53% 08-12 .. - 388 383 
Treasury 23% .. ge —, 162 16% 
Victory 4% si Sc .. 95 955 
War Loan 34% .. i 25 254 


Retail Price Index (Jan. 1962==100) 


Jan. Feb. Mar. April May 
1971 


1972 


June July Aug. Sept. Oct. Nov. Dec. 


147-0 147-8 149-6 152-2 153-2 154-3 155-2 155-3 155-5 156-4 157-3 158-1 
159-0 159-8 160-3 161-8 162-5 163-7 164-2 165-5 166-4 168-7 1693 170-2 


1973 171-3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 181-8 185-4 186-8 188-2 - 


1974 191-8 195-1 
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World Currency Problem 


Sim, ~ Peter Pennington Legh’s article on The World Currency 
Problem (March 12th issue) seems to be asking’ the world 
monetary authorities to run before they can walk. > 

‘The article makes no mention of Keynes’s proposal for the 


“Bancor’ as an international reserve currency. It took some ag 


years for a similar plan in the form of special drawing rights to be 
drawn up at the Rio de Janeiro meeting of the International 
Monetary Fund in 1967! 

_ For the present it seems that flexibility of exchange rates will 
remain necessary so long as the rates of inflation differ. It also 
seems that rates of inflation depend on social and political 
institutions and attitudes which differ from country to country 
and will not quickly become uniform, so it will probably be 
necessary to keep flexibility of exchange rates for a long time as 
the alternative would be unacceptably severe deflation. 

This is fully compatible with a parallel currency in terms of 
which the values of national currencies could be expressed. If 
Peter Pennington Legh wishes to pursue this it is very well 
explained in the Magnifico-Williamson Report of the Federal 


Trust, 124 Maddox Street, London W1, which showed how a. 


European parallel currency could be established, 
The use of the International Monetary Fund as a central 
body of control was discussed in a book entitled Man’s Wider 


Loyalties, pages 106 to 114 in which Professor Trifin is quoted - 


as saying ‘We may distrust the management of man over his 
-, affairs, but neither God nor Gold will manage them for him.’ 
The section concludes “The way forward has got to be de- 
‘velopment of international institutions and not a retreat from 
them.’ It is interesting.to note that the Atlantic Council of the 
United States has Recently made a similar proposal. 


Yours faithfully, 


London WCr. DAVID BARTON 


‘Budgeting for Social Unity? 


Sir, — The Budget was more than ‘an irrelevance’; it was a 
disaster. In what Mr Healey described as ‘the gravest situation 


since the war’, he produced a political Budget. On the brink of ` 


hyper-inflation, he fertilized its roots with the biggest-ever 
increase in public expenditure — £6-7 billion. Conceptually, 
Mr Healey is even more inflationary than Mr Barber, who 
‘planned’ ~ or at least hoped for — a minimum 3} per cent 
growth, in contrast to Mr Healey’s knowledge that this year’s 
output will be less than last. 

What he did not know — and the Central Statistical Office has 
admitted to me with reluctance — is that their method ‘of 
`. computing growth eliminates the impact of the recent rapid 
deterioration in the terms of trade. Its effect is to overstate 
the gross domestic product by some 4 per cent, in addition to 


an estimated 14 per cent for stockpiling which The Economist . 


regards as unlikely. In brief, GDP (at constant prices) this year 
will be less than that of 1972; while public expenditure — the 


root cause of our inflation — has, meanwhile, been boosted from ` 


£27 billion. to £39 billion. 


Budget, eee its length, was more significant: 
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for its omissions than for its content; although disquieting i in its 
inclusion, without comment, of a 17} per cent. provision for 
inflation. Despite his fiscal manipulations, Mr Healey retains the 


-substance of a regressive tax system. 


Of.the increased taxation of nearly £7 billion, less than ro per 
cent is (pursuant to the practice of the last two decades) charge- 
able against company profits, although these have increased by 
50 per cent. Taxation continues to push the lower-paid em- 
ployee below the poverty-line; and in relation to a state pension 
of £16 a week, the tax deduction of {2-50 from a married man 
earning £20 is obscene. 

Above all, the current — and escalating — £40 milon a day 
robbery-by-inflation of pay, pensions and savings will negate 
any ‘social compact’ with the T'UC. Whatever their good intent, 
the TUC. leaders. will be unable to prevent their members 
‘voting with their feet’ against further erosion of their pay by 
inflation. 

The British people are in a mood to accept severe — if fair ~ 
sacrifice, at the behest of any government which it deems 
capable of dragging us back from the abyss of hyper-inflation; 
and the newly-elected House accurately. reflected this mood. 
Its disappointment was vividly depicted by The Economist: He ` 
started on the peroration of his long speech over the most 
humiliating of audience noises; a buzz of private conversation and 
giggles both in front of and behind him ... by then very few 
people in the House, let alone in the SSES seemed to be 
listening to him.’ 

Perhaps even more relevant, two terse verbal comments, the 


' first from Wall Street via the BBC: ‘Britain is bankrupt and this . 


Budget has done nothing to change it.’ Secondly, from a per- 
cipient friend, “You can almost hear the distant stamp of the 
inevitable jackboot!” 

Yours faithfully, 


Cheam, Surrey. aia CLAYTON, F.c.a. 


Sir, — A bad, old-fashioned Budget - quite irrelevant to the 
needs of the situation. 

It is highly probable now that, as soon as the implications ar are 
appreciated abroad, there will be a run on the £; and this time 


. what can the Treasury do? ` 


Yours faithfully, 


Northwood, Middlesex. D A. TRIGWELL, Sea 


Filing of Annual Returns 

Sir, — We enclose a copy of a letter which we have sent to the 
Registrar of Companies with a suggestion which we feel would 
be of assistance in reducing delays in filing annual returns and - 
reducing pressure of work within the profession. 


Yours faithfully, 


Hornchurch, Essex. "REDHEAD PIGGOTT & CO. 


Following is the letter: 


‘To cut down on unproductive time and to reduce the volume 
of papers filéd on your records of limited companies, would it 
not be possible for a simple single sheet return to be devised 
embodying a certificate that the whole of the information shown 
on the last full annual return filed remains unaltered as at the 
date on which the annual return is due for a subsequent year 
or years. 

‘This could be signed by a director and the secretary and 
bear the same filing fee as a full annual return but would be, in 
our opinion, a most practical way to reduce the pressures on 
accountants and the smaller family companies who, no doubt, 
cause you the largest area of work in regard to reminders for 
annual returns.’ ; 








Let’s Make A Profit 
Sir, — Distasteful as I find Mr King’s letter, in both expression 
and content, you were undoubtedly right to publish it as an 
indication of the missionary task confronting the profession. 
It abundantly confirms the main theme of your March 14th 
article: that the function of profits is widely misunderstood, and 
that any rational discussion of the subject is fast becoming an 
impossibility. l 

If Mr King is content, as a company director in 1974, with 
‘risk capital making a 10 per cent net return’, one can hold out 
little hope for the long-term prospects of his enterprise. A 
nominal ro per cent return under present conditions is barely 
maintaining the real value of the initial investment, and any 
‘reward’ for risk in such a figure is either marginal or negative. 

Whether your article reflects “Tory prejudice’ is perhaps a 
matter of opinion; but if this be so, then the Conservative 
Party must be accounted fortunate in the calibre of its pro- 
pagandists. Conceivably, Mr King would also regard as ‘pre- 
Judiced’ such views as those of the Institute of Directors and of 
the President of The Institute of Chartered Accountants in 
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Claim of Lien Against Receiver 


AN Court of Appeal reversed the judgment 
of Mocatta, J., in George Barker (Transport) Ltd v. Eynon 
([1973] 3 AU ER 374; The Accountant, November 1st, 1973). 
This concerned a claim of lien by carriers, under the general 
conditions of the Road Haulage Association, for all antecedent 
debts for haulage, against a consignment which had been de- 
livered with knowledge of a receiver’s appointment and on 
terms that the receiver (without prejudice to the claim of lien) 
would in any event pay the charges for that particular transit. 
The contract for this transit had been concluded on August 
23rd, 1971, and the goods were collected on September 2nd 
and delivered on September 3rd. Meanwhile, the receiver had 
been appointed on August 31st. 

The trial judge had been mistaken, the Court of Appeal found, 
in his view that the carriers’ claim of lien depended on posses- 
sion of the goods at the date of the receiver’s appointment, and 
that for want of such possession the claim must fail. The 
contract of August 23rd was one which the company had entered 
into in the ordinary course of its business, and was perfectly free 
to enter; accordingly it remained in force despite the receiver’s 
appointment. The receiver’s principal (a bank, under the terms 
of a floating debenture) could assert its position as assignee of the 
company’s property and contractual rights only by recognizing 
and giving effect to the rights which the carriers had acquired 
prior to the receiver’s appointment. 

The carriers’ right of lien, under their conditions of contract, 
had arisen as a contractual right on August 23rd, prior to the 
receiver’s appointment, and it was immaterial that it did not 
become exercisable less until after that date. Having obtained 
possession of the goods, and carried them under the terms of 











England and Wales — both maintaining, in your March 2tst 
issue, that savers and investors have been harder hit by inflatior 
dividend limitation and taxation than any other section of the 
community. He might also have little time for Sir Eric Drake 
defence of BP’s profit figures (February 7th) on the ground thi 
‘he had waited a long time’ for the company to make big profits, 
which would be needed in any event to guarantee further. 
expansion and development. 
Every investor in equity shares is to some extent a speculator 
however much Mr King may dislike the term. If he can raise: 
his head far enough out of the fog of his own prejudices to read 
a newspaper, he may have noticed that the principal victims 
of the recent stock-market depression include thousands of small 
savers in unit trusts, together with such well-known charities as. 
the RSPCA and the Aberfan disaster fund. : 
If an investor is expected to stand the risk of a loss, I find it. 
less than honest to deny him the chance of a profit. 
































Yours faithfully, 


Name and address supplied. WILFRED. 


their contract, the right was exercisable despite the receiver 
appointment. 

Judgment was accordingly given for the carriers for £3,33 
being the full amount of their claim against the company for th 
haulage of the present and previous consignments. : 

George Barker (Transport) Ltd v. Eynon ([1974] 1 AIL ER 900) 


Distress Warrant Against l 
Bankrupt Ratepayer E 


ROCEEDINGS against a debtor, after the date of a re 

ceiving order, in respect of debts provable in the bankrupte 
are prohibited by section 7 (2) of the Bankruptcy Act 191 
‘except with the leave of the Court and on such terms as th 
Court may impose’. The Queen’s Bench Divisional Court, 
however, has upheld an application for a distress warrant 
against a bankrupt ratepayer in respect of rates arising wholly 
after the date of the receiving order, on the ground that only: 
those rates, if any, outstanding at the date of the receiving. 
order would be provable in the bankruptcy. 

In the present case, the ratepayer had left the matrimonia 
home in which his wife and family still resided, and a receiving. 
order had been made against him on May 6th, 1971. Subse- 
quently he was adjudicated bankrupt. He was not, however, 
relieved by his bankruptcy of his common law obligation to 
maintain his wife and family, and remained the occupier of- 
the matrimonial home for rating purposes. A distress warrant 
was sought in respect of unpaid rates, liability to which arose. 
from a decision of the rating authority on March 14th, 1972." 

Provable debts, under the definition in section 30 (3) of the. 
Act of 1914, are those provable in the particular bankruptcy; 
not debts of a class generically provable but for some disabling 
factor, such as a date, in the particular case. Liability for the. 
rate made in March 1972 had not been incurred at the date of 
the receiving order, and the debt was not one provable in the 
bankruptcy; accordingly the application for a distress warrant. 
was not barred by section 7 (2). 

Giving judgment for the rating authority, the Lord Chief 
Justice said: ‘I am satisfied, from what counsel for the rating 
authority has said, that the rating authority cannot prove in the 
bankruptcy for rates accruing after the date of the receiving 
order; accordingly, where rates so accrue and there is no right 
to prove for them, the creditor’s rights still remain.’ 


Hounslow Borough Council v. Peake (14 RVR 1). 




























































any records holding the last four years’ 
ales, pre-tax profits and net capital 
employed; while data on some 2,600 
companies is held in greater detail. 

A considerable data base by any 

tandards, it is sufficient to produce a 
eaningful analysis over a broad sector of 
ndustry. Prepared in plain language, 
ch of the industry surveys includes an 
n-depth study of the top 60 companies 
ani that industry. 
This is followed by comparative data 
‘indicative of company health and growth- 
potential including those yardsticks which 
are accepted in modern accountancy and 
nancial practice. Statistical information is 
hen used to produce an analytical report 
d forecast for the industry concerned. 


Value for money 


The surveys cost from £25 each, which is 
onsiderably less than the cost of col- 
_lecting the information individually, They 
probably represent the best statistical 
‘guide available to future performance; 
but it should, of course, always be 
borne in mind that no statistical analy- 
gis can take into account factors which 
cannot be quantified. 

The ‘Computerized financial analysis’ 
provides an independent report on the 
financial health of a company from an 
analysis of filed company records at a 
cost of £9. The service operates under the 
‘generic name of ‘sxTract’ and would 
appear to be making a worthwhile 
contribution to the financial information 
available. 

Financial Analysis Group Ltd, 
Somerset House, King Street Lane, 
< Winnersh, Berkshire. 


Numbering and Slitting 
Continuous Stationery 


BY combining a Bowe 301 guillotine with 
the Herzig CFS automatic numbering 
and imprinting head, the ‘zig-zag’ can be 
numbered or imprinted and then auto- 
matically fed into the guillotine. 





rom a Data Bank 


INANCIAL ANALYSIS GROUP claim to have the largest company information 
data bank in the United Kingdom. This data bank produces a series of publications 
various industry sectors, as well as two subscription services known respectively 
as “The dealer service’ and ‘Industrial services’. A ‘Computerized financial analysis’ of 
ndividual companies is also available. The information is based on some 40,000 com- 





Flexibility in operation enables the 
Herzig Radus CFS to be fitted with a 
variety of print heads enabling continuous 
cheque numbering and personalizing’ in 
both OCR and MICR. Nylon stereo, 
zinc or metal plates can be fitted and 
variable pressure control allows for 
numbering up to ten copies. Either 
vertical or horizontal numbering or 
imprinting is possible by rotating the 
print head through oo", while further 
units can be added giving a variety of 
stations. 

Thomas E. Knight & Co, Printplant, 
Westland Road, Leeds Lë 5XN. 





The Bowe-Herzig numbering and guillotin- 
ing combination for continuous forms. 


More Powerful Verifying 
Keypunches 


A new more powerful series of verifying 
keypunch equipment has been announced 
by Sperry Univac. Known as the 1800 
Series, the new punches have facilities 
for batch balancing and data validation, 
including upper and lower limit checks 
and production statistics. Standard 
features include eight program storage 






The Univac 1810 verifying and interpreting 
punch. 


levels, up to 320 characters of auxiliary 
store, data accumulation and cross- 
footing for the automatic punching of 
control statistics functions. 

Data validation techniques enable data 
fields to be specified as numeric, numeric 
with sign, alpha only or alpha-numeric. 
This combination of characteristics will 
allow many keypunch tasks to be reduced 
to a single operation, reducing and some- 
times obviating the verification process. 
A number of field-installable options are 
also available to enhance the performance 
of the equipment should the application 
make this desirable. The 1800 Series 
would appear to offer the possibility of 
producing higher throughput speeds and 
cleaner data when delivery commences in 


January 1975. 


Sperry Univac, Univac House, 160 
Euston Road, London NW1. 


Portfolio Valuation Service 


a new brochure describing the portfolio 
valuation service offered by Baric Com- 
puting Services is now available. The 
service offers facilities for valuing port- 
folios containing securities quoted on any 
registered stock exchange throughout the 
world, Valuations may be produced in 
any currency and calculated to any 
specified date. For foreign stocks the 
dollar premium can be applied in full, 
in part, or omitted as required. 

Any number of printed copies of each 
valuation can be supplied on customers’ 
own letterheads. Average turnaround 
time is 48 to 72 hours. The service can 
also be used by stockbrokers or invest- 
ment managers on an intermittent basis. 


Baric Computing Services Ltd, (Port- 
folio valuation service), City Wall House, 
79-83 Chiswell Street, London ECrY 
4UT. 
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Payroll and Personnel ` 
Information System 
WHAT is claimed to be an extremely 
flexible payroll and personnel informa- 
tion system is being offered by CMG 
Southern as a bureau service. While 
_ able to cope with employees in all sizes 
of company, it is particularly applicable 
to the larger organization. 

In addition to preparing a complete 
payroll with all necessary documentation, 
the service provides for management 
statistics in a wide range of categories 
from which appropriate statistics can be 
selected by individual customers. 


CMG Computer Management Group 
(Southern) Ltd, Sunley House, Bedford 
Park, Croydon. 


Computer Listings for 
Direct Mail 


GORDON & GOTCH COMPUTER CENTRE have 
introduced a system for the creation and 
maintenance of mailing lists for organiza- 
tions involved in regular 4,000 plus 
mailings. Output may be in the form of 
either self-adhesive labels or Cheshired 
wrappers. For the extraction of statistics 
standard codes are written into the 
system containing the addressee’s sex, 
professional and socio-economic status, 
company size and/or status and geo- 
graphical location. Six additional codes 
cater for user’s individual requirements. 


Gordon & Gotch Computer Centre 
Ltd, 32-38 Scrutton Street, London 
EC2A 455. 


Floppy Discs for 
Computer System 


THE WANG SYSTEM 2200 COMPUTER and 
boo and 7oo Series programmable cal- 
culators can now be fitted with Dual 
Removable Flexible Disc (floppy discs) 
Drives. The drives have about half the 
capacity of conventional fixed/removable 
disc memories, storage capacity being 
262,144 or 524,288 bytes depending 
on the model chosen. The floppy disc 
equipment should provide an inexpensive 
answer to many smaller applications 
needing high-speed data access. 
Delivery is given as three months. 


Wang Electronics Ltd, Cannon House, 
1 Olympic Way, Wembley Park, Middle- 
sex HAg oNB. 


Computer Society's New 
Subscription Rates 


THE BRITISH COMPUTER SOCIETY in- 
creases its membership subscriptions 
by approximately to per cent on May rst 
(as previously announced). The new rates 












affect all grades of membership; Associate- 
ship goes up by sop to £6-50 and Fellow- 
ship rises by {1°50 to £16. Only student 
and retired members escape with the exist- 
ing £4 rate, while the subscription for edu- 
cational establishments has been reduced 
from £50 to £25. Institutional Affiliates, 
on the other hand, will have to pay 
double at £50. 


Data-station to Blend 
with Office Furniture 


A data-station comprising two storage 
racks and a linking worktop designed to 
blend with existing office furniture has 
been introduced by Sandhurst 


The new  Data-station from Sandhurst 


(Stationers). 


(Stationers). This data-station will hold 
in excess of 12,000 sheets of printout 
and can be expanded by linking further 
units. 

The racks, which may be used as 
individual items, feature a patented 
adjustable crossbar for suspending any 
binders, 16 in. or smaller, in a number of 
combinations. The units are satin coated 
in black enamel with chrome legs and 
teak grain finish to the work surface and 
rack tops. 


Sandhurst (Stationers) Ltd, Wilson 
Jones Datasystems Division, Spindle 
Way, Crawley, Sussex. 


In Brief 


TOYOTA (GB) LTD has ordered an ICL 2903 
computer system worth {£145,000 for 
installation at their Crawley parts com- 
plex. Software will be supplied by 
Dataskil. 


DATAPRO LTD’s Kingston branch has 
installed an Output Editor on its ICL 
Key-Edit data preparation system to 
enable them to offer customers cleaner 
data. Datapro claim to be the largest 
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Data Efficiency have produced containers 






independant data preparation company 
in the UK. 


ESCO COMPUTING LTD, the Glasgow- 
based bureau,-has ordered a Univac 
9480 system for installation this summer. 
The new equipment will enable them te 
enter the on-line terminal service market 































N. M. W. COMPUTERS LTD, the com: 
initially set up to handle computerization 
for the Northern & Midland and Westerr 
Stock Exchanges, recently announced 
that Frank H. Statham & Son has become 
the second London stockbroker to use the 
N. M. W. Full Client Accounting System 


BARIC COMPUTING Services (SCOTLAND 
are now offering an accounting and stock 
control service for companies in the 
whisky industry. Two distillers and one 
broker have signed contracts to use the 
service. Annual processing costs are 
expected to be between £2,500 and ` 
£10,000, depending on utilization. 


DATASKIL have been retained by Budgen 
& Co, the supermarket chain, to produce 
and implement their computer system 
on a turnkey basis. The system will 
control both the receipt of orders from 
branches and movement of stock to and 
from warehouses. This will be an o 

line process, using visual display units, 
Hardware is based on two ICL com- 
puters ~ a 1902A and a 2993. 


F. Wricuton & Sons, the kitchen and 
bedroom furniture manufacturers, ha 
ordered two ICL 1g02A computers and 
32 Mark 2 visual display units. The 
total cost of the new machines will be 


£335,000. 


for paper tape. Held in special shelves, 
each has a built-in carrying grip and is 
clearly labelled. 

The picture below shows (/eft), a PZ65 
shelf unit which holds up to 40 5 in. or 6 in, 
boxes, and (right), a PZ35 shelf: unit 
storing 60 3 in. boxes. 

Finished in light pearl grey to blend with 
computer furnishings, the all-steel shelves 
can be wall or desk mounted. 




































Accountants — 


J ONG may your Institute flourish and 
„maintain its high standards’. With 
hese words, Dr J. G. Bradfield, M.A., 
enior Bursar of Trinity College, pro- 
sed the toast of The Institute of 
Shartered Accountants in England and 
Wales at last week’s annual dinner of the 
ost Anglian District Society, held in 
mbridge. 
Accountants, he said, were a very 
emarkable people in finding their way 
ough the annual labyrinth of fiscal 
egislation — a paper labyrinth that was 
nstantly changing, almost before prac- 
tioners had a chance to learn their way 
through it. When it was realized that part 
-of the labyrinth was also of retrospective 
ffect, accountants must be tempted to 
make a model of Dr Kaldor, and to stick 
ins in it every night! 
Trinity College has maintained — 
rough one of its constituent foundations, 
g's Hall — one of the most compre- 
sive collections of medieval account- 
g records, dating from the 14th century. 
gainst the background of the Budget, 
Dr Bradfield quoted from a Jacobean 
madrigal that was still associated with 
Trinity’s annual audit: 
‘Late in my rash accounting 
My fortune was amounting, 
But now is all undone ~ 
e All courses backwards run.’ 
` He appeared sceptical of the Budget’s 
ability to meet the need of the times. To 
spend one’s way out of deflation might 
have been an apt policy for the 1930s, but 
now he thought it necessary for Britain 
“gave its way out of inflation, Much 
ore should have been done to encourage 
ving. 














Liberal origins 
Responding to the toast, the President of 
the Institute, Mr E. Kenneth Wright, 
M.A., F.C.A, — himself a Cambridge man — 
permitted himself a classical jest. Ac- 
< coùntancy was recognized as one of the 
‘liberal professions; but the derivation of 
‘liberal’ — whether with a large or a small 
‘L’, he suggested — seemed to be obscure. 
Liber, the Latin word for ‘free and 
untrammelled’, might also mean ‘a book’; 
further, as a name it was one of the 
vocatives of Bacchus, the god of wine. 
Thus accountancy was at once a free pro- 





A Remarkable People’ 


Standards Praised at Cambridge 


fession, a learned profession and — on 
occasions such as the present — a con- 
vivial profession. 

‘An essential contribution to the good 
standing of a profession’ the President 
continued, ‘is that it should be academi- 
cally respectable. Its members should be 
the product of a planned system of 
education and training; the subject 
matter should not be merely mechanical 
or manual, but should involve intellectual 
stimulus and challenge, and it should 
transcend national boundaries. 

“There should be an established litera- 
ture, a constant development of the 
principles and standards of the work, an 
exploration of the frontiers of knowledge. 
There should be close ties between those 
who practise the profession and those who 
teach it. Relations between the pro- 
fessional organizations and the schools, 
colleges and universities should be close 
and harmonious. Antiquity helps but 
cannot be contrived. 


Respectable 

‘Accountancy, judged by these criteria, is 
now an academically respectable pro- 
fession. We arrive at our professional 
qualification after a course of disciplined 
study; the need for continuing education 
throughout our working lives is increas- 
ingly recognized. The areas in which we 
work are constantly broadening; we 
justify our right to be self-regulating by 
a constant effort to adapt and extend the 
subject matter of our work to meet the 
changing needs of those we serve. We do 
not operate in isolated units; there is a 
continuing exchange of ideas through 
dialogue, conferences, courses and pub- 
lications. 

‘Most of us find that our profession 
provides intellectual excitement and 
stretches our minds. The numbers of 
those who teach and those who study our 
subject have increased greatly during the 
last decade. There are now over 20 chairs 
of accounting and allied subjects in 


- Great Britain, and through the founda- 


tion course we have close ties with all the 
30 polytechnics. An increasing amount of 
teaching is provided by the technical 
colleges. 

‘Old antagonisms between those who 
do and those who teach are dying. There 






remain traces of former antagonisms on 
both sides, between the wearers of 
muddy boots and the dwellers in ivory 
towers, But they too are dying. More 
leaders are emerging on both sides who 
fulfil the description given to the late 
Adlai Stevenson of being ‘‘eggheads with 
hair on their chests”. 

‘The English Institute — and no doubt, 
other bodies as well — are priming the 
pump in this common endeavour with 
financial help. The money needed comes 
largely from generous endowments or 
contributions from members or other 
sources, notably the Leake, Metcalf and 
Lavy trusts. From these funds under our 
control we have forward commitments of 
over £300,000 on external education, in 
addition to our own budget on education 
and training courses, and publications. 

There is the P, D. Leake chair in Public 
Finance and Accounting in Cambridge, 
held by Professor Stone; the Institute’s 
chair of Accounting and Financial Re- 
porting at the London Business School 
[The Accountant, May 17th, 1973]; a 
contribution to the Business Management 
School at Oxford; and assistance in the 
endowment of chairs of accountancy at 
Aberystwyth, Liverpool and Cardiff. 


High quality 

‘It takes time to establish a large educa- 
tional force of high quality. We seek to 
encourage this process by providing the 
human material which requires teaching 
and by offering teaching studentships and 
fellowships to an increasing number of 
our members who wish to work on the 
academic side. 

‘A good library is an indispensable 
adjunct of a profession of intellectual 
standing. We have such a library, con- 
taining a complete range of modern 
books, backed by a full service for 
practitioners and researchers. We are 
fortunate in having as well a unique 
collection of rare books on accountancy 
history, often visited by researchers and 
currently being re-catalogued. It includes 
a copy of Pacioli’s Summa de Arithmetica 
published in 1494. The author, Luca 
Pacioli, was the first exponent of double- 
entry book-keeping and a professor 
of mathematics at Milan nearly 500 
years ago. 

‘Perhaps this record of our long 
association with the university world may 
provide the final accolade for my claim to 
academic respectability for our profession.’ 

The toast of ‘Our guests’ was proposed 
by the Vice-President of the East 
Anglian District Society, Mr G. J. C. 
Lockhart, F.c.A. Responding, Mr John 
Marriage, Q.C., disclosed a fine fund of 
forensic humour which had fallen, some- 
times inadvertently, from the lips of Her 
Majesty’s judges. 










Constructive ACASS 
Council at Birmingham 


CASS is now unashamedly a political 
organization whose job it is to 
further the interests of the junior mem- 
bers of the profession and the profession 
in general, This was the main theme of 
the opening address of the outgoing 
President, Terry Webb, A.C.A., to the 70 
delegates and observers attending the 
ACASS March Council held at Bir- 
mingham University from Thursday to 
Saturday of last week. 


An effective year 

‘ACASS’s role’, said Terry Webb, ‘is 
political — political in the widest sense — 
but it is sometimes tempting to view 
that role in terms of being “bloody- 
minded” if we do not achieve what we 
desire from negotiations and baison 
with the Institute and other important 
bodies. 

‘It is important’, he said, ‘that we are 
not regarded as obstreperous if we are to 
be effective in promoting the interests of 
students.’ To an extraordinary degree, 
ACASS had achieved a great number of 
things this year, this was because of 
diplomacy. Diplomacy, cautioned Terry 
Webb, was essential to ACASS, but of 
itself it was useless unless it was backed 
up by power! 

The strength of ACASS, he said, 
stemmed from the ability to influence 
people and organizations. “Our influence, 
therefore, rests on our public prestige, 





(/eft) and David Steeds, out- 
going President and Secretary respectively, 
answering questions during the meeting. 








which is founded on ACASS being seen 
to be a responsible body. 

“That we are a responsible body and 
now known to be such, is acknowledged 
by the readiness with which our opinions 
are sought and our proposals heard — 
not only by the Institute but also by the 
Monopolies Commission.’ 

Terry Webb went on to say that the 
policies determined at the conference 
must be those delegates wished to see 
implemented ~ but if they were to be 
successful, those policies must be seen 
to be sensible and reasonable. Further- 
more, those qualities must be present in 
‘those you elect as o.fcers and executive 
members of ACASS for the coming year 
if ACASS is to maintain its reputation 
and if we are to add to ACASS’s achieve- 
ments’. 


Paul Hendrick elected President 


One question prominent in the minds of 
all present was under whose leadership 
the organization would be operating over 
the coming year. As predicted in ‘Round- 
about’ last week, the candidates for the 
Presidency were Paul Hendrick, Chair- 
man of London CASS and an ACASS 
Executive member, and David Steeds, 
B.A., the outgoing secretary of ACASS. 

The main issue seemed to be which 
candidate could best lead the Association 
effectively in its campaign for improve- 
ments in the conditions of employment 
and education of its members and at the 
same time command sufficient respect 
from the Institute to be able to handle 
negotiations. The election was held on 
the last day of the meeting and Paul 
Hendrick emerged the winner of a hard- 
fought contest. 


Conditions of employment 


The publication, the previous week, of 
the Institute’s latest statement on student 
salaries (The Accountant, March 28th) 
added an air of immediacy to the debate 
on conditions of employment. 

The Council welcomed the statement 
as a positive step towards improved 
salaries. In particular, it supported the 
Institute’s assertion that a student should 
be paid sufficient to live on without 
outside support but regretted that the 
Institute had not as yet taken this to its 
logical conclusion and specified a mini- 
mum. 





Much of the discussion on salaries was 
taken up with deciding how best to 
develop the campaign at a local level. 






‘No’ to ‘black list’ 


A Bristol motion proposed by Harold 
Binley advocating a ‘black list? of low- 
paying firms aroused much controversy, 
but was eventually defeated. ‘ 

Stella Fearnley, B.A., A.C.A, a member 
of the Executive, contributed some 
constructive views to the debate. She 
said that during the last two ye 
considerable progress had been made i 
relations with the Institute. Regular 
meetings to discuss student problems 
were carried out in a mature and pior 
fessional atmosphere. 

Setting aside the practical dificul 
of publishing a ‘black list of firms 
Stella Fearnley said that in her opinion 































Andy Pott, new Secretary of ACASS (eg. 
with Mike Holroyd (centre) and Dave Cooke 
both of Huddersfield. 


‘it would be a totally unprofessional 
thing to do and I would personally not 
wish to be associated with such a list’, — 

David Steeds, B.A., secretary of 
ACASS, declared that a ‘black list’ could 
never hope to be complete. ‘It’s all in the 
mind’, he said, and for ACASS to 
compile one would, in his view, be 
disastrous. 

It was felt that the conciliation o 
grievance committees being established 
in many areas could investigate cases: of 
badly paid students, but that for thes 
committees to be effective there should be 
adequate student representation on them: 
The Council acknowledged the con- 
nection between restrictions on transfer- 
ability in the present training contract 
and low salaries and adopted an Executive 
proposal that there should be free trans 
ferability and that the Institute should 
establish an agency to assist students 
wishing to transfer. 





Education policies 


Predictably, much time was taken up 
with the discussion of educational matters. 
A paper presented by Paul Hendrick 
incorporating ACASS policy for a future 
system of education and training and 
advocating a sandwich course system of 
education was adopted by the Council. 

> Asked to comment on the paper, Mr 
Emile Woolf, rca, an ACASS 
ounsellor, said: ‘Caution should be 
sxercised before coming down in favour 
of the public sector since the investigation 
to educational facilities set out in 
another paper clearly showed that the 
public sector was far from prepared to 
deal with far-thinking policies set out in 
` Paul Hendrick’s paper. 

¿© ‘The resourcefulness of the private 
sector’, concluded Mr Woolf, ‘should not 
be underestimated. In the past they have 
“clearly demonstrated their ability to meet 

a need long before the bureaucratic 

machine realized there was a need’. 
Proposals put forward by Stella 
Fearnley, B.A., A.C.A., for the introduction 
of an English language requirement in 
the educational system, (‘Roundabout’, 
March 28th), and for improvements in 
in-firm training also met with the 
approval of the Council. 
One issue which attracted a great 
“deal of attention was the examination 
system. A number of papers were pre- 
sented to the Council on this subject and 
“delegates discussed the pros and cons of 
open book exams, oral exams, multiple- 
choice questions, examination by dis- 
` gertation or thesis, and continuous 
assessment, 

A wide range of views were expressed 
by delegates present, but they seemed to 
be united in the feeling that the present 
examination system left much to be 


Paul Hendrick, newly-elected President of ACASS (/eft), together with Miss Lesley Halton of 
Oxford CASS and other members of a discussion syndicate. 


desired, and the Executive were instructed 
to prepare a report for the next Council 
with specific proposals for improvements 
in the system. 

Andy Pott, of Bristol, the newly elected 
Secretary, said, ‘Although the In- 
stitute recommends that all students 
should obtain oral tuition, many students 
are unable to do so either because no 
oral tuition is available in their area and/ 
or because they do not have the means to 
attend oral tuition centres. 

ACASS therefore believes that in 
order for all students to enjoy equal 
educational opportunities and to obtain 
oral tuition their education should be 
undertaken in the public sector and 
financed by local education authorities.’ 
‘It should be noted’, he added, ‘that 
students in the legal, medical, dental, and 
architectural professions already obtain 
their education in this way.’ 


Linked courses 

The recently developed linked courses — 
courses linking oral tuition in a public 
sector college with a private sector 
correspondence course — came under the 
scrutiny of the Council in the form of a 
paper presented on behalf of London 
CASS by Ruth Naftalin. 

The Council adopted a proposal 
regretting the development of these 
courses since they made it more difficult 
for accountancy students to get a free 
education and since they hindered the 
development of the public sector which 
should, the Council felt, be the sector 
into which accountancy education in the 
future should be chanelled. 

Delegates became involved in a certain 
amount of ‘navel contemplation’ ~ and got 
themselves into a tangle with the first 
application of their new ‘standing orders’ 


in the process — in. debating ACASS’s 



























response to an Institute paper on the 
future role of student societies and their 
relations with the Institute and district 
societies. 

The confusion was dispelled by the 
drafting of a composite resolution which, 
after debate, was adopted by an over- 
whelming majority. The resolution ad- 
vocated, inter alia, the continuation of 
compulsory membership of students’ 
societies financed, as at present, by 
training firms paying student subscription 
or, in the case of students or a sandwich 
course, part by the firm and part by the 
Local Education Authority; student 
societies to be free to manage their own 
aflairs and control their own constitutions 
with the exception of control over 
subscription increases; and Institute 
recognition of ACASS as the sole 
national negotiating body for its students. 

In addition to the, at times, heated but 
constructive arguments regarding future 
strategy, very useful informal talks were 
given by Mr A. B. Sainsbury, of the 
Institute, Sally Dunn, the Institute’s 
Counsellor in charge of recruiting, and 
Mr Douglas Llambias, A.C.A., ACASS 


Careers Counsellor. 


Dramatic awakening 


At the guest night dinner, Mr John 
Grenside, F.c.a., Vice-President of the 
Institute, said that it was seldom possible, 
particularly in a professional organiza- 
tion, to change attitudes overnight. 
‘Nevertheless there had recently been a 
dramatic awakening of the Institute to its 
responsibilities to students. But today’s 
students should recognize that the policies 
that are emerging now will benefit their 
successors rather than themselves.’ 

‘Some significant steps had been taken 
in the past 12 months’, he said. “The 
training contract, which emphasizes the 
obligation of principals to train, had 
replaced the old fashioned articles. The 
training record had been tested and it was 
expected it would become mandatory 
later this year. Notes for the guidance of 
students considering entering the pro- 
fession had been issued. The first In- 
stitute training officer had been appointed. 
Student representation had been intro- 
duced on appropriate committees and 
subcommittees; this is making a valuable 
contribution.’ 

Finally, as regards students’ salaries, 
Mr Grenside said the Council had agreed 
that district societies should publish 
annual statistics about current salaries 
being offered to students about to enter 
articles, and had endorsed the view that a 
student should be paid a wage which 
should reflect his ability and merit and 
should take account of regional variations 
in the cost of living. 









A ‘Light Meal’ for 


ORE a merry verbal romp than 

formal after-dinner speeches fol- 
lowed the recent annual dinner of the 
Northern -. Chartered Accountants’ 
Students’ Society. 

Proposing the toast of the junior 
members of the profession, Mr David 
Davies, LL.B., solicitor, said that knowing 
that he was to face ‘this ordeal’, he had 
taken the advice of the drunken seaman 
who, told by a shipmate that he, having 
fallen overboard, couldn’t swim, replied, 
‘I'd have a good try if I were you’. 

As the result of this advice, and that 
from others, ‘some helpful, some 
positively rude’, he thought that prob- 
ably the less he said the better. 

Replying, Keith Anderson, secretary 
of the Society, said that the dinner had 
been organized for an attendance of 200, 
but as many as 250 places had been taken 
and others had had to be turned away. 

Given this chance of a captive and 
attentive audience, he said he would look 
very briefly at what the Society did or 
tried to do. Most important was: edu- 
cation, ‘maybe the quickest route out of 
any student society’. The annual Caer 
Rhun course had been a great success, 
but unfortunately could not be repeated 
next year, 


Important part 


Newcastle Polytechnic was, he said, now 
playing a very important part in educa- 
tion and with the introduction of the 
new syllabus would be offering more 
comprehensive block release linked 
courses, so it should be possible to say 
goodbye to correspondence courses. 

The latest arrival on the educational 
scene was linked tuition, This system, 
said Keith Anderson, did not. have a 
long record of examination successes. 
The Society had, however, helped the 
Polytechnic to establish courses in the 
area because they felt they could offer 
students a service. Only time would tell 
whether they offered value for money; 
meanwhile, students must judge for 
themselves. 

On salaries, he said the senior society 
was conducting a survey of students’ 
remuneration and he hoped that the 
results would be available for the annual 
meeting at the end of May. Meanwhile, 
the best way for students to solve their 
salary grievances was to discuss the 
matter with their principals. 

Proposing the toast of the guests, 
Mrs Anne Reah said that she had been 






Northern Students’ Society 


particularly pleased to see present Mr 
J. Hollerin, F.c.a., of the Department of 


Accountancy, Newcastle upon Tyne 


Polytechnic, and Mr A. Harris, of the 
Northern Stock Exchange. She owed her 
own examination success to the Poly- 
technic. Not content with offering excel- 
lent tuition, it was expanding the number 
of courses to meet the Institute’s new 
syllabus. She welcomed also repre- 
sentatives of other provincial students’ 
societies, thanked Mr Davies for his 
entertaining toast, and, in advance, Mr 
Peter Pescod, LL.B., who was replying. 
Mr Pescod said that the profession of 
accountancy was, like that of the law, 
very much misunderstood and had led to 
such statements as ‘joining the ranks of 
the living dead’ and ‘I once spent a 





fortnight with a chartered accoun 


in one afternodn.’ 
Many people still thought that an audi 
was a hearing aid, a ledger a horse ra 
and a bank reeonciliation statement 
letter apologizing for an overdraft. Th 
popular view was summed up in th 
story of an accountant who, on being t 
by a beggar that he bad had. not 
to eat for a week, asked ‘How doe 
compare with the same period last yea 

Of the professions, accountane 
the only one which was openly hone: 
its interest in money, both other: peopl 
and its own. 

The legal profession tended to for 
about money, both other people’s and 
own; tended to think that it came fr 
heaven, and the fact that they made an 
money at all was more by luck. th 
judgement. 

A short speech of thanks to all t 
students who had worked to make th 
dinner a success was made by Mr Ch 
Collett, F.c.a., President of the Societ 

























Common Basis of Education Stressi 
at Meeting of European Students 


‘THE primary aim of the study group is 
to discuss problems which confront each 
member society, so that together we 
may formulate a common policy’, said 
Peter Brown, a member of the ACASS 
Executive, in his introduction to the first 
meeting of the European Accountancy 
Students’ Study Group (EASSG) held 
in London last week, He continued, ‘We 
feel that, as the future generation of 
accountants on whom decisions arrived at 
by the EEC will be binding, our views 
must be considered seriously’. 

Students from six of the nine member 
states of the EEC were present — Den- 
mark, Holland, France, Belgium, Ireland 
and the UK — and the occasion, as a 
whole, was a great success. 

The meeting got under way with a 
discussion on the main theme, ‘A com- 
mon basis of education’. As each member 
state had already presented a paper 
expressing views on the subject, the 
morning was devoted to ironing out 
problems and trying to reach agreement 
on this sensitive matter. 

The session produced four major 
elements upon which the students were 
fully agreed. First, the group would like 
to see an oral examination on a topic set 
by the country’s representative body, 
preferably based on a written thesis at the 
end of a student’s studies. 

Secondly, it was felt that the minimum 
length of practical experience should be 
















three years, and that during this pe 
the student should cover a br 
spectrum of accountancy principles. T! 
experience could be gained if studs 
were allowed to move freely to. fir 
which could provide these services — 
of which do so today. 

Finally, the group concluded that 
hand-in-hand with the necessity fo 









Some of the delegates discussing polic 
during the meeting. Claudine Benheim and 
Simon Scollnick of France (foreground), with. 
(background) Henrik Them and Gunner 
Tessin of Denmark, and Eddy Felix of Belgium. 





dents to take into account the needs of a ee 
“and bonds’ 





profession as a whole, they should 
‘be -allowed to specialize: this 
specialization should be recognized in the 
rm of an assessed examination. 

neral discussions in the afternoon 
cluded the consideration of the Anglo/ 
tch joint statement “The synchroniza- 
jf practical experience and theoretical 
1owledge’ (‘Roundabout’, January 
th), which has now been adopted by 
EASSG. 

he next meeting of the EASSG will 
held in Amsterdam during September. 
topic planned for discussion is the 
position of examinations — a subject 
‘icularly relevant to ‘A common basis 
education’. 







OLE OF THE BANKS TODAY 


LIAMS & GLyn’s Bank are to conduct a 
ne-day course on merchant banking for 
mbers of London CASS on Friday, 
y 3rd, at Chartered Accountants’ Hall. 

mmencing at 9.30 a.m., the course 
deal with such current banking topics 








u surocurrency 
ney market’. In 
addition, the opportunities open to 
chartered accountants in banking will be 
discussed. ` 

The fee is £13, and to reserve a place 
on the course members should contact 
Jean McInnes, c/o the Society, 43 London 
Wall, London EC2M 5TB. 


| Observer's Column | 


FACTS OF THE CASE 


Ir 18 a salutary discipline for those who 
make public pronouncements to have a 
spot-light shone on what they have said, 
so that it can be critically examined. We 
are currently confronted with the pro- 
position ‘that the Institute be urged to 
withdraw its recognition of private/public 
sector linked courses’. The reasons given 
are scant enough, but the proposition 
itself belies the facts. 

The truth is that those public sector 
colleges who have entered into such an 








In Parliament 




























Worker Directors 


r Durry asked the Secretary of State 
r. Employment if he will seek talks with 
nployers about the introduction of a 
ker/director scheme. 
r Boot: The Government intend to 
mine various ways of promoting 
strial democracy, and I shall certainly 
seeking the views of both employers 
trade unions. 
r Durry: Will my hon. friend bear 
mind the EEC proposals in the matter 
| additionally the German Social 
mocrat commitment to parity on 
ervisory boards? If the German 
rorkers achieve parity, does he think that 
ritish workers will accept less? 
Mr Bootru: I very much hope that 
ritish workers will not accept less in this 
eld than any other continental workers, 
and I recognize the relevance of the 
German experience in this. We shall look 
at the proposals which have come from 
Brussels in the light of the policies follow- 
ing our renegotiation of membership of 
the EEC. 

Mr TuGenpuat: Will it be the Mini- 
ster’s normal practice to seek the CBI’s 


advice on matters of this kind, or does 
he think that the Secretary of State’s 
practice of not seeking advice on matters 
like the Industrial Relations Act is the 
precedent that ought to be followed in 
general cases? 

Mr Boorn: In industrial democracy, as 
in other matters in which the employers 
have a considerable interest, of course we 
shall listen to employers’ views. But the 
proposals which have been made up to 
now by the trade unions are the ones 
which seem to commend themselves to 
me as a pattern for the advance of 
industrial democracy in this country. 

Hansard, March 19th. Oral answers, 
col. 831. 


Inspectors of Taxes 


Mr CorpLe asked the Chancellor of the 
Exchequer how many persons are cur- 
rently employed as Inspectors of Taxes. 

Dr GILBERT: 5,410. 

Mr Corbe asked the Chancellor of 
the Exchequer how many more persons 
are to be recruited to bring up the 
number of Inspectors of Taxes to the 
recognized establishment. 








y not at the instiga- 
tion, nor even the suggestion, of the 
Institute, whose role in this context. is 
purely to monitor standards impartially. 
Its present official ‘recognition’ of the 
public sector extends to colleges providing 
foundation courses for non-graduates, 
and the material used on these courses is, 
in virtually every case, produced within 
the college. Individual syllabus require- 
ments, in any event, largely preclude the 
use of 8tudy modules produced elsewhere. 

Colleges running pre-examination 
courses for the Institute’s own examina- 
tions, however, do in a number of in- 
stances utilize suitable study modules 
produced in the private sector — but there 
is no so-called ‘Institute recognition’ of 
such courses anyway, and it would there- 
fore be very difficult to withdraw it! 

Looked at in this light the resolution is 
pretty devoid of meaning and one is 
tempted to look for a motive. Is this the 
beginning of a new and general onslaught 
against the private sector? If so, one hopes 
that the campaign will be impelled by 
reason rather than sentiment. For all the 
faults in our society, the vast majority 
still believe in private enterprise — even 
in the field of accountancy education, and 
it would be interesting to know the pro- 
portion of the supporters of the current 
campaign who have conscientiously con- 
fined their own tuition to the public 
sector when faced with the choice! 





Dr Gitpert: The Inland Revenue will 
be seeking to recruit this year roo 
graduate entrants to the Inspectorate; 
it will also be making promotions from 
within the Department towards the 
balance of the requirement. 

Mr Corb te asked the Chancellor of the 
Exchequer how many persons are cur- 
rently undergoing training to become 
Inspectors of Taxes. 

Dr GILBERT: 1,247. 

Mr Corpie asked the Chancellor of 
the Exchequer, during 1973, or during 
the latest complete 12 months period for 
which figures are available, how many 
Inspectors of Taxes resigned from the 
Civil Service within one year, one to 
three years, three to five years, five 
to seven years, seven to ten years, ten 
to thirteen years and thirteen to fifteen 
years, respectively, of their commence- 
ment of employment as an Inspector of 
Taxes. 

Dr Guer: During 1973 the number 
of Her Majesty’s Inspectors of Taxes who 
resigned within the periods of service 
stated were 8, 17, 6, 9, 7, 4 and none, 
respectively. 

Hansard, March 
answers, col. 200. 


Written 


22nd. 





































PROFESSIONAL NOTICES 


Mrcnagt, BRAID, F.C.A., LL.B, an- 
nounces that he has commenced to 
practise at 334 Corn Exchange Buildings, 
Cathedral Street, Manchester M4 3BG. 

CHALMERS, Impey & Co, Chartered 
Accountants, of 5 Fenwick Street, Liver- 
pool 2, announce that Mr J. M. Harvey, 
M.B.E., F.C.A., retired from the firm on 
March 31st, 1974. Mr Harvey will 
continue to be available in a consultative 
capacity. 

CHALMERS, IMPEY & Co, Chartered 
Accountants, West Country firm, an- 
nounce that Mr PETER THOMAS KENNEDY, 
A.C.A., is now a partner in their office at 
Dorchester, Dorset, with effect from 
April rst, 1974. 

NeviILLE RusseLL & Co, Chartered 
Accountants, announce the appointment 
of Mr Davip W. BATTEN, C.A., as group 
administrator, with effect from March rst. 

F. W. Srepuens & Co, Chartered 
Accountants, of Liverpool House, 15/17 
Eldon Street, London EC2, announce 
that Mr R. H. Diaper, F.c.a., will retire 
from practice on April 5th, 1974, but will 
remain available in a consultative capa- 
city. 

Thomson McLintock & 5O, 
Chartered Accountants, of 7o Finsbury 
Pavement, London EC2A 1SX, announce 
that Mr N. W. M. May, M.A., F.c.A. was 
admitted to partnership on April Ist, 1974. 
Mr May will continue to be a partner in 
Txomson McLintock & Co, Chartered 
Accountants, 33 Church Lane, Belfast. 

James Topp & Co, Chartered Ac- 
countants, announce that they have 
entered into association with LANCASTER 


FOR C.A. 
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EE & Co 


rtered Account 
ants, with effect from April rst, 1974, 
and have moved their offices from 
Salisbury, House, London EC2 to Hill- 
gate House, 26 Old Bailey, London 
EC4M 7HE. Mr Contes McAutey, 
who is continuing as a consultant to the 
firm, and Mr D. B. Nurpen have 
retired from the partnership with effect 
from March 31st, 1974, and Mr P. G. H. 
Evans and Mr G. L. Hupson, partners 
in LANCASTER LITTLEJOHN & Co, have 
become partners in James Topp & Co. 
WHITTINGHAM, RIDDELL & Co, Char- 
tered Accountants, of 15 Belmont, Shrews- 
bury, announce that Mr R. J. Paris, A.C.A., 
and Mr R. Davies, A.C.A. have been 
admitted into partnership as from April 


1st, 1974. 
APPOINTMENTS 


Mr Christopher Harvey, M.A., A.C.A., 
has- been appointed secretary of the 
Mardon Packaging Group, Bristol. 

Mr D. G. Moodie, c.a., has joined the 
board of the Scottish Mutual Assurance 
Society. 

Mr J. H. Hobbs, F.c.c.a., has been 
appointed to the board of Wella (Great 
Britain). 





Mr J. H. Hobbs Mr R. Oram 


Mr Bob Oram, M.A., F.C.A., has been 
appointed divisional director of Mettoy. 

Messrs John M. Lucas, F.c.a., and 
Cedric B. G. Moore, aA.c.a., have been 
appointed assistant group treasurer and 
group financial accountant, respectively, 
of Tarmac. 

Mr A. D. Porter, a.c.c.a., has been 
appointed group accountant of F. H. 
Tomkins. 

Mr Brian J. Smith, a.c.m.a., has been 
appointed chief accountant of Standard 
& Pochin Bros, of Leicester, a member of 
the Halma Group. 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Programming, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 

Free 100-page book (without obligation on application to Careers Adviser) 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
(24-bour Recording Service ~ 01-946 1102 — Prospectus only} 
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HERIOT-WATT VICE-PRINCIPAL 


Professor John Rankin Small, FC 
F.C.M.A., J.DIP.M.A., a member of: th 
Council of The ‘Association of Certifie 
Accountants, has been appointed Vice 
Principal of Heriot-Watt University, W 
effect from August ist. He is, at present 


































































head of the university's accountane: 
and finance department. 

Professor Small became a member o 
the Association in 1959 and was elected 
its Council in 1971. He is Vice-Chairma 
of the Education and Examination. Com. 
mittee, and sits on the Overseas Relations. 
Public Relations and Technical. an 
Research Committees. 

In 1960, he was appointed the first fu 
time lecturer in the department. 
accountancy and business methods at th 
University of Edinburgh. From 1963 
was lecturer and later senior lecturer’ 
accountancy at the University of Glasgow 
until his appointment to the Chair of 
Accountancy and Finance at Herriot 
Watt University in 1967. 

Professor Small is a member of the 
Business Studies Board of the Council fo 
National Academic Awards. 


SEEBOARD CHAIRMAN 
RETIRES 


Mr Ernest Sinnott, F.C.A., L.P.F.A., F.B.LM, 
Companion IEE, retired at the end o 
last month as Chairman of the Sout 
Eastern Electricity Board. He served.a 
President of The Institute of Municipa 
Treasurers and Accountants (now Th 
Chartered Institute of Public Finance an 
Accountancy) in 1956. 

Mr Sinnott began his career in the Cit 
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easuret’s Department, S : 
d subsequently served in the treasurer's 
artments in Chester, Warrington and 
dleton. He took first place in the 
Final examination of the’then Institute of 
lunicipal Treasurers and Accountants 
932, when he was admitted to mem- 
rship. He gained honours in the Final 
amination of the former Society of 
;corporated Accountants in 1935, being 
mitted a member the following year. 










Mr G. Sinnott 


In 1935, Mr Sinnott became deputy 
ough treasurer of Worthing. Two 
8 later he was promoted to borough 
asurer and at the time was the youngest 
an in the country to hold that office. 
Mr Sinnott joined Seeboard in 1948 as 
f accountant. He was made an execu- 
board member in 1959, becoming 
ty chairman in 1962. He has been 
airman for the past eight years. 

Mr Sinnott is succeeded by Mr 
Archibald Milne, C.ENG., F.1.MECH.E., 
RE, the current President of The 
nstitution of Electrical Engineers. 


DEVELOPMENTS IN 
MANAGEMENT EDUCATION 


Chair of Educational Methods 


spointment of the first Professor of 
cational Methods in a UK manage- 
ent centre, with the assistance of a 
40,000 grant over 5 years from the 
foundation for Management Education, 
announced by the University of Man- 
ter. Institute of Science and Tech- 
ology. This is seen as a particularly 
important development in management 
ucation at this time, when the operations 
‘management departments and business 
chools are under close scrutiny. 








particularly suitable nvirominient for this 
FME-funded project. It claims the 
longest experience (dating back, te 1918) 
of teaching in this field, and was the first 
British university department to develop 
an undergraduate degree course in man- 
agement sciences. 


ICA RE-ADMISSIONS 


The Institute of Chartered Accountants 
in England and Wales has announced the 
following re-admissions to membership 
under Byelaw 93: 
Anthony Dowling, 
London NW6. 
Frederick Andrew Stapleton, F.c.a., 
Edmonton, Canada. 
Colin Neville Weeds, A.c.a., Beeston, 
Nottingham. 


B.COM., A.C.A, 


LDS CHANGE OF ADDRESS 


The offices of the secretariat of ‘the 
London and District Society of Chartered 
Accountants have been removed from 
56 Goswell Road, London EC1, and are 
now at 38 Finsbury Square, London 
EC2A 1PX (01-628 2467.) 


DOUBLE TAXATION 
United Kingdom — Indonesia 


A double taxation agreement between the 
United Kingdom and Indonesia was 
signed in Jakarta on March 13th, 1974. 

The Agreement is subject to approval 
by the House of Commons. The text will 
be published shortly as a schedule to a 
draft Order in Council. 


BRIDGING GRANT PAYMENTS 
TO BUILDING SOCIETIES 


For the purpose of the auditors’ report 
on bridging grant claims by building 
societies to be made to the Depart- 
ment of the Environment on Form FH 
301, the following report has been agreed 
between the three Institutes of Chartered 
Accountants, the Association of Certified 
Accountants and the Department, and 
may be used if desired in place of the 
report on the form: 

‘I/We have examined the books, 
records and procedures of the ap- 
plicant and have obtained such ex- 
planations and carried out such tests 
as I/we considered necessary. 

‘On the basis of my/our examination 
and of the explanations given to me/us, 








e report that ir opinion 
(subject to the reservations set. out 
in the attached letter dated `, — A the 
Society’s entitlement to grant shown 
in Box 3 below has been properly 
calculated in. accordance: with’ the 
memorandum of agreement and the 
supplementary notes supplied by 
the Department of the Environment 
with forms FH 300 and FH 301.’ 


TAX AND THE PROPERTY 
DEVELOPER 


Business and Industrial Training is or- 
ganizing a special one-day conference on 
tax and the property developer, to be held 
at the Café Royal, London, on Thursday, 
April 25th. - 

Although directed at quantity surveyors 
and architects, the course will no doubt 
contain some useful information for 
accountants. The day will be divided into 
four separate sessions; corporation tax and 
the property company; the vital function 
of capital allowances; capital gains tax, 
and strategic planning. 

The fee is £27°50-+VAT, which in- 
cludes refreshments and course documen- 
tation; further information can be 
obtained from Mr Kyle Bosworth, con- 
ference manager, Business & Industrial 
Training Ltd, 161/166 Fleet Street, 
London EC4P AAA (01-353 5011). 


ASSESSING COMPANY 
REPORTS 


The Berks and South Bucks Branch of 
The Institute of Cost and Management 
Accountants is organizing a half-day 
conference on the appraisal of company 
reporting statements, to be held at the 
Esso Motor Hotel, Shoppenhangers Road, 
Maidenhead, on Thursday, April 18th. 

The speakers are Mr J. A. Miller, a 
member of The Stock Exchange and the 
Council of the Society of Investment 
Analysts; Mr Norman E. Penty, manager 
and accounts controller of Hill Samuel & 
Co, and Mr J. Stevens, a member of the 
Economic Department of The Trades 
Union Congress. Subjects to be dis- 
cussed include the areas of cash flow, 
disclosure of information, wage nego- 
tiations and the inflationary aspects of 
accounting. 

The fee is {£7+VAT; further in- 
formation is available from Mr R. S. 
Moore, 3- Knottocks Close, Knotty 
Green, Beaconsfield, Bucks. 


JOHN FOORD & CO. 


INDUSTRIAL VALUERS 
BUILDINGS, PLANT & MACHINERY 
61 QUEEN’S GARDENS, LONDON WC2 3AH 


o1-402 8361 
































THE ae 


EE ACCOUNTANT 








THIS FOURTH EDITION 
INCLUDES ACCOUNTING REQUIREMENTS OF" 
THE COMPANIES ACT 1967 


HOLDING COMPANIES AND THEIR SUBSIDIARIES 


CONSOLIDATED AND OTHER GROUP ACCOUNTS 


PRINCIPLES AND PROCEDURE 


by The fourth edition of this book takes into account the changes in United Kingdom law, 
R which were introduced by the Companies Act 1967 and endeavours to reflect the ex- 
Sir THOMAS B. wg perience gained since the publication of the third edition. In particular it illustrates in 
M.B.E., M. s CAA, an appendix the working papers used in a procedure for consolidation known as the 

and Net Equity Method, which in groups other than those of very simple structure may 
perhaps be found more helpful than the form of working papers illustrated in earlier 


S. M. DUNCAN, F.C.A. editions. 


The publishers feel that the book will assist those who seek to solve problems which 
are inescapable in preparing group accounts for submission to the members of holding 
companies. The book cannot pretend to deal with ali the permutations and combinations 
of circumstances which are found in practice, nor is it intended to do so. If, however, 
it succeeds in providing a view of the main basic principles and an indication of the 
procedures which can normally be followed in all but exceptional circumstances, it 
will then have achieved its object. 


Gee & Co (Publishers) Limited 


Publishers of THE ACCOUNTANT 


151 Strand, London WC2R 1JJ 01-836 0832 


148 pages 
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MANAGEMENT and 
COMPUTER CONTROL 


by T. R. THOMSON, m.a.(Cantab.), B.Sc.(London), F.C.LS., Finst A.M. 
A Lifetime of Experience in Computer Management Control 
A UNIQUE BOOK WRITTEN FOR THE LAY MANAGER AND STUDENT 


This book is intended to provide the ordinary business manager with 
sufficient knowledge of computers to enable him to maintain command of 
a computer project and to play his part in ensuring that the computer 
provides information useful for running the business to the best advantage 
as well as furnishing a basis for good management. 

The first two chapters give a broad analysis of the nature of business 
information and the data from which jt ts produced. The next chapters 
explain the nature of computers, what has to be done before a computer 
can be made to produce the information from the data, and how to se 
about obtaining the right computer to produce the information required. 

There is then an explanation in simple terms of how business information 
can with advantage be approached mathematically. This is followed by 
six chapters devoted to the main potential fields of application which are 


344 printed pages Size 113” x 84” 
87 line and 22 half-tone illustrations 
Fully bound in red —‘gold blocked on spine 


common to most businesses, including Payroll, Purchasing, Stock 
Control, Production and Project Control, and Sales and Distribution. 

The book ends with two chapters respectively on staffing and controlling 
a computer project. Throughout the book stress is laid on the paramount 
need for the business manager to make decisions on what information 
he requires to do his job effectively. Whether or not a computer should 
be used to produce the information depends on the ability of the computer 
experts to prepare a scheme whereby a computer can efficiently and 
economically do so, 

Since the book explains the problem of using a computer to provide 
business information, it incidentally offers to the student who is proposing 
to make a career in the field of computers for business purposes a useful 
background to his technical studies. 
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“You know 
what youcando 


with your 


i did, when I heard my results. 
I knew exactly where I was going. What I was going to do. 
And who I was going to do it with. Which firm, 
that is. But my story isn’t particularly 
representative ot the current market. 
Take you, for example and the 

very reasons you're 

reading this ad... 


DI 


Over the past few years we 
have been building a reputation. 
For placing the right people in 
the right jobs. At the right time. 

Over this period we've 
gained a detailed knowledge of 
the market. We've carried out 
projects for many firms, both 
large and small. We've advised 
numerous acceuntants, both 
young and old. We've built up a 
comprehensive dossier on living 
and working conditions. 

All over the U.K. All over the 
world. How much it would cost 
to move. What it’s like to live 


“right now we can place 
newly qualified personnel in 
18 major locations in the U.K. 
and around 200 offices overseas, 
Salary levels range from 
£2,700-£3,750 in the U.K. and up 
to £6,000 plus benefits overseas” 
Douglas Llambias A.CLA.A.T.LI. 


there when you ve got there, 

But more important— just how 
wise that move is, in relation to 
your own career development. 

All our consultants are 
qualified, like yourself. The only 
difference is that we've been 
through the era on which you 
are now embarking. 

We've already got large 
firm and small firm experience. 
We know that we can advise 
you as to the most suitable and 
successful route to take, But the 
journey starts at 410 the Strand, 


Douglas Llambias 
h Associates Ltd., 
a 410, Strand, 
London WC2R ONS. 
Telephone 01-836 4086 


{24 hour service) 
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pOCAL government, as even its most ardent supporters 
will. concede, is seldom a topic which news editors 
“regard as headline material. If a public opinion survey 
‘was taken to ascertain what proportion of the electorate 
owas aware of the recent changes in local government 
structure, it would be surprising if as many as one-third 
` professed any knowledge of the matter. Virtually the only 
time local government makes news is when the rate 
‘demands are issued — since each year brings its increase — 
“or the dustmen strike at the height of Summer. 

Yet local government is important not merely in the 
political life of the community, but also as part of the 
economy. With annual expenditure of more than £6,000 
million on current account and a further £2,500 million 
on capital account, local government contributes 15 per 
cent of the national income. Including teachers, police 
and health service staffs, it employs over one million males 

-. together with some 530,000 women full-time; there are a 

further 780,000 part-time employees. Over the past 15 
years, local government has increased both its expenditure 
and its manpower faster than the national economy as a 
whole. 

The re-structuring and transfer of power from the old 
to new authorities consequent upon the Local Govern- 
ment Act 1972 will, as in the past, produce its problems. 
Any economies made possible by the larger units in the 
longer run will be more than offset initially by the transi- 
tional costs. Criticism has already been expressed at what 
the outsider suspects to be over-staffing by the new authori- 
ties and the new salary scales within the enlarged authorities. 

There is undoubtedly a case for higher pay in view of 
the enlarged responsibilities which many chief officers 

will now bear. On the other hand, there are critics who 

would only recognize some of the much increased salaries 

as necessary if the new appointments were open to all, 

and the new authorities were seeking to bring in fresh 
expertise and administrative talent. 

The critics have asserted, and perhaps with some justice, 
that a game of musical chairs is being played at the rate- 
payers’ expense. If there is any criticism to be made of 
such matters, including the financial provisions for early 
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retirement which seems to have persuaded many able 
officials to leave the service prematurely, it is that the 
experiences of Greater London restructuring in 1966 do 
not seem to have been very well learned. 

However, light may be thrown upon such matters by 
the official inquiry which the Government has initiated. 
For the moment, the main concern must be with ensuring F 
that the new authorities get off to as good a start as ci 
cumstances allow. 

They will not, it seems, lack information about the 
local government scene judging by a new publicatio 
Local Government Trends (CIFPA, £2:50). This provid 
an extensive statistical backcloth, with. commentary 
recent developments, to the new authorities and. th 
activities, although some readers may feel that it suffe 
by virtue of what the chairman of the steering group 
responsible for the publication describes as ‘providing 
service to all concerned or interested in the development 
of the public services by local authorities’. All too often 
those involved in the daily work of local government have 
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erent needs from those who are interested in thos 
ctivities as contributions to social and economic policy. 
‘Nor is the new work’s relationship to the invaluable 
nancial statistics hitherto produced by the CIFPA’s 
redecessor, the IMTA, clear. For future editions, the 
dition of a financial section in this interesting and in- 
ormative publication, which would bring together the 
ey features of those publications, might be considered. 
owever, it is an excellent source book on the economic 
nd social scene as they are related to local government 
ctivities. 
The future of local government depends on its ability 
to finance its increasingly expensive services to the com- 
munity. The recent reversal by Mr Crosland, Secretary 
of State for the Department of the Environment, of the 
previous Administration’s decision to distribute the domes- 
Ge element in the rate support grant so that the increase 
in householders’ rate demands throughout the country 
ould be more or less equal, triggered off a lively debate 
n the House and in newspaper correspondence columns. 
\fter assurances from his predecessor that increases in 
domestic rates could be limited to 9 per cent, many house- 
iolders have since had a rude shock. 
Much of this debate, like so many previous discussions 
on the future of local government finance, misses the real 
oint. For better or for worse the rating system, in the 
ise of some form of property tax, is here to stay. It is 
y not credible to talk about its replacement; any 
ncellor would give his soul if he could find a new tax 
yield £2,500 million as simply and economically as 
joes the local rate. 
_ Nor, to be realistic, is it profitable to consider the various 
rms of supplementary taxes. Government could easily 
ransfer part of the hydrocarbon oil duties or value added 
“tax to local authorities. It would then be confronted with 
‘two problems. The first would be to find compensating 
additions to its own income for the loss of the old revenue 
and, second, in whatever form such new revenues were 
ransferred to the local authorities, a measure of re- 
allocating the existing Exchequer grant would be required. 
The essential feature of the local rate is that it is within the 
ontrol of the authorities themselves; no other tax offers 
his essential characteristic, and it is unrealistic to imagine 
hat differential rates of VAT or petrol tax could co-exist 
in various authorities. 
"The essence of the problem of local government finance 
s the character of the services it administers; they are 
idroursintensive, and that labour is skilled — and therefore 
xpensive. Second, the public demand for these particular 
services is growing and will continue to grow faster than 
other parts of the national economy including, in many 
eases, net personal incomes. Since the rate is a mildly 
regressive tax, even assuming the lowest income groups 
‘can be eliminated by means of rate rebates, it can fairly 
claimed that the rating system is the wrong basis for 
ari such large-scale expenditure. 
There are only two practicable policies for this situa- 














A The first is to remove from local authority control: 
one or more of these expensive services and finance them ` 
directly through central provision. The obvious candidate 
for such a transfer is the cost of teachers’ salaries; these 
account for nearly two-thirds of the education bill which, 
in its turn, absorbs on average more than half the present 


local revenues. Given the wish, and some would claim 
that it was a need, to retain an active local government, 
such a reduction of its powers and activities would be 
seen as yet another nail in its coffin; yet it must be recog- 
nized that in the fairly near future such a measure is not 
inconceivable. 

The alternative to this policy of contraction and emas- 
culation of local government is to review the Exchequer 
grant system which is to meet 60 per cent of expenditure 
in 1974-75. Although the rate support grant has recently 
undergone some important changes, Mr Crosland has 
promised ‘a thorough review of the whole grant system 
and the way it is distributed between the three elements’. 
These elements, the needs, resources and domestic, 
will in 1974-75 account for {£1,907 million, £723 
million and £446 million respectively, within the overall 
grant of £3,076 million at November 1973 prices. 

The importance of this grant from the viewpoint of the 
individual ratepayer was well brought home by Mr 
Crosland’s decision to reverse his predecessor’s policy on 
apportioning the greatly enlarged domestic element. 
Instead of trying to ensure, by means of a system of 
variable payments, that the 1974~75 increases for house- 
holders were more or less the same across the country, 
Mr Crosland has adopted instead a flat-rate distribution 
which increases the share of the inner areas of the conur- 
bations, inevitably, at the expense of the country and 
smaller urban districts. While only a part of the domestic 
element is so re-allocated, the impact upon some areas 
is quite severe; and many MPs have waxed eloquent and 
indignant on the burdens of their constituents. 

Some change in grant distribution is obviously overdue. 
There is certainly no case for the past basis of flat-rate 
distributions of the domestic element as far as achieving 
equity between householders, whether within the same or 
a different rating authority, is concerned. This element, 
which started life as an unabashed political sop, has in- 
creased more than tenfold within its life of eight years, 
and needs radical reform. 

The link between the resources element and rateable 
value is also a serious shortcoming, since it presupposes 
that the resources of different authorities are fairly re- 
flected in their rateable values. As far as that part of the 
rateable value contributed by non-domestic hereditaments 
is concerned, this may well be true; it certainly is not true 
of domestic rateable values. 

One has only to compare ‘the spread of domestic rate- 
able values or of rate payments per household in the 
various authorities with the distribution of personal 
incomes as revealed by the Inland Revenue statistics on 
regional income to see that such a basis is quite unfair. 

















This inequity has been exacerbated this year by the — 


increase of nearly £300 million in the total of resources 
element, to £723 million. The result is that some areas 
now receive excessive resources element while others 
receive too much domestic element on the principle, no 
doubt, that two wrongs do, in fact, make a right. 

Any equitable grant system entails a measure of equali- 
zation based upon the comparative needs and resources 
of the individual authorities. Admittedly it is difficult 
to measure those needs and resources; but the problem 
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HE Council of The Institute of Chartered Accountants 

in England and Wales, has clearly had second thoughts 
about making provision within the Institute’s constitution 
for an ‘accounting technician’ grade. Proposals to this end 
were included both in the abortive integration scheme of 
1968-70 and in A Policy for Education and Training, 
published in May 1972. 

A resolution was submitted to members at the September 
1972 special meeting on the ground that ‘the need for such 
an arrangement has become urgent as a result of the decision 
last year to raise the minimum entry standard of two “A” 
levels or equivalent [The Accountant, October 5th, 1972],’ 
and was passed by a vote of 5,982 to 986. The subsequent 
revision of the Royal Charter gave the Council an enabling 
power to organize, finance and maintain a scheme for the 
training and qualification of ‘accounting technicians’ 
provided that these were not members of the Institute and 
were not authorized to use designatory letters in connection 
with the scheme. 

In a recent statement which might be called equivocal, 
the Council refers on the one hand to ‘insufficient evidence 
from members’ that the introduction of the grade of ac- 
counting technician would make a material contribution to 
the recruitment of junior staff; on the other, it recognizes 
that there are ‘O’-level and CSE-level school leavers in- 
terested in a career in accounting and therefore proposes to 
join with the other accountancy bodies in promoting a 
more relevant Ordinary National Certificate in Business 
Studies. 

It can reasonably be expected that the Association, the 
ICMA and the CIPFA, all of whom have plans for a 
technician class of recruitment, will wish to see such a 
revision of the ONC so that accounting plays a more 
important part than at present, and to include additional 
relevant options such as taxation, costing and, perhaps, 
auditing. But, on the fundamental matter, none of these 
three bodies sees eye to eye with the English Institute. 

The Association has promoted the formation of a separate 
body to be known as the Institute of Accounting Staff to 














is that the consequential impact upon its distribution wil 














































underlying any change of the rate support grant formul 


generate a major political row between the Governmen’ 
and those authorities which receive,less. 

Nevertheless, it would be quite easy to introdu 
transitional measures to cushion the impact of any new. 
scheme. It is not the deficiencies of the rating system which 
threaten the future of genuine ‘local’ government, so müch as 
the short-sightedness of those who imagine fiscal equity is 
synonymous with reduced calls on their own pockets 


which these technicians will be admitted and have the righ 
to use designatory letters. It is intended that this new bod 
shall remain under the care and control of the Associatio; 
The ICMA has put out its proposals which include th 
admission of technicians as ‘affiliates’ of that Institute; these 
affiliate members would not be entitled to use any desig. 
natory letters, but would enjoy a whole range of Institut 
facilities. The CIPFA has obtained a substantial postal vot 
of its members in favour of the creation of an accounti 
technician grade; these would not be corporate membi 
but would be registered with that Institute and come wi 
certain provisions of its Royal Charter and bye-laws. 

All these bodies therefore contemplate ‘membership’ i 
some shape or form. Technicians will want to belong t 
some organization. There is ample evidence of this with 
other professions — e.g., the Institute of Legal Executives 
the Society of Architectural and Associated Technician: 
and the Society of Civil Engineering Technicians (one o 
the many in the engineering profession). A sense of belong 
ing, a feeling of involvement, access to professional litera 
ture, the use of facilities of some parental body, the desir 
for professional membership and possibly for designatory 
letters, the aspiration for a place in society — these and othe: 
factors represent a modern compelling urge to be associated 
with a development towards some sort of standing. 

It is easy to belittle this, but one must recognize a 
bitions, even if these are limited. This is not a scramble fo 
pieces of paper representing some sort of qualification 
it is representative of the desire of an individual to do a 
little better than he might otherwise achieve. S 

It would seem that yet again, the English Institute 
is out of step. Accounting technicians already exist in some. 
offices; they are likely to grow in number. They will find 
that in industry and commerce they can achieve something 
of their ambition through membership of the Institute o 
Accounting Staff or as affiliates of the ICMA. What is t 
position in the offices of practising accountants? Does 
existence of the Institute of Accounting Staff. 
needs of these offices? It is extremely unlikely wit 














in the numbers required by members of the English 
Institute. 

-There is a shortage of accountants — this we all know. 
Part of this shortage could be met by recognizing that a 
great deal of the work of the profession can be undertaken 
by those who have not the capacity to proceed to a full 
professional qualification. It is perhaps not unkind to 
suggest that many members of the accountancy bodies 
are wasting their training by undertaking work which could 
well be done by a less qualified person. 

We hear from many practitioners that, with the increase 
in entry standards (in particular, the intake of graduates) 


a sufficient incentive to the recruitment of j junior staff ` 


together with tie requirement of a systematized training 
programme for a student, they will not be taking ‘articled 
clerks’ in future. They will nevertheless require technicians 
in order to run the practices. Does the Institute not owe 
these members a duty to assist them in recruiting junior 
staff? Moreover, the duty is wider than to the small prac- 
titioner; it affects all members in practice. 

The Institute clearly intends to exercise a degree of 
control and supervision over the training of its students. 
It will find greater co-operation from its authorized prin- 
cipals in the organized training of its future members if 
those same offices are adequately staffed by junior 
technicians. 








OST satisfactory progress’ has 
‘been made by The Association 
Certified Accountants during 1973 
the words of its President, Mr 
.. W. Newman, F.C.C.A,, F.C.L8. — in 
‘ionships with other accountancy 


bodies, both in the United Kingdom 
and in the wider context of the 
European Economic Community. In 
he course of his foreword to the 
` Associations annual report for 1973, 
Mr Newman writes: 

‘It is necessary, especially in this 
ountry and in Ireland, to show a 
united front. But there are other and 
More attractive reasons for the pro- 
“gress that is being made, namely the 
sincere and honest desire on the part 














Certified Accountants 


of all the professional bodies in this 
country and in Ireland to grow closer 
together and to solve their problems in 
common. From some points of view, 
progress in this direction is perhaps 
the most heartening event which has 
occurred during the past year.’ 

Membership of the Association in- 
creased during the year to a total 
of 14,494, comprising 3,994 fellows 
and 10,500 associates. Despite an 
increase of £214,000 in gross income 
during the year, the 1973 accounts 
show a bare break-even position, the 
net surplus of £1,481 on income and 
expenditure account being largely 
offset by a loss of £1,182 on realization 
of investments. This is due te heavy 
expenditure on computerization of the 
Association’s records, together with 
substantial increases in establishment 
charges, administration and examina- 
tion expenses. 

Against this background, the Coun- 
cil has had in mind the question of 
senior members’ contributions to the 
activities of the Association. The 
present constitution includes no pro- 
vision for automatic advancement of 
associates to fellowship — though mem- 
bers are eligible to apply after a 
minimum of five years either as a 
principal in public practice or in a 
senior accounting capacity elsewhere — 
and the Council is opposed to awarding 
fellowship either on the results of some 





post-qualifying examination or as a 
mark of meritorious service to the 
profession. 

Members of the Association will 
accordingly be asked to vote, at their 
annual meeting on April 3oth, on a 
special resolution increasing the annual 
subscriptions of members of more than 
seven years’ standing to the ‘fellow- 
ship’ level, irrespective of whether or 
not they have in fact applied for 
fellowship. This aims at increasing the 
Association’s income without placing 
additional burdens on the newly- 
admitted member, and at avoiding ~ 
‘at least for the present’ ~ any further 
general rise in the level of subscrip- 
tions. It also preserves the concept of 
fellowship as an indication of sub- 
stantial experience at senior level. 

During the year, the Association 
followed up its pioneering work in the 
use of television advertising by the 
issue of its recruitment film Certified 
Accountant — Springboard to Success 
(The Accountant, January 17th). There 
were 10,531 new student registrations 
during the year, and over 35,000 
registered students at December 31st, 
1973 — though the wide gulf between 
these figures on the one hand, and the 
admission of 737 newly-qualified mem- 
bers on the other, still persists, 

Among members of the Council who 
retire this year is Mr E. A. Lediard 
Smith, F.c.c.a., President of the As- 
sociation for the years 1969-71 and 
a member of the Panel of Judges for 
The Accountant Annual Awards. Mr 
Lediard Smith has been a member of 
Council since 1962, and under the 
terms of the Association’s constitution 
is not eligible for re-election on this 
occasion. 








_ Politics before Policies 
LJO immediate proposals for the 
reform of company law are to be 
expected from the present Govern- 
ment. The issues involved, Mr Clinton 
Davies, Under-Secretary of State for 
Trade, said recently ‘require thorough 
consideration, and we are not yet in a 
position to say when our examination 
of them will be completed’. 

Answering Mr K. W. Baker (Cities 
of London and Westminster, Con.) ~ 
who had pointed out that such specific 
abuses as insider dealing, late filing of 
accounts, and warehousing in antici- 
pation of a take-over would not go 
away ~ Mr Davis alleged that the 
Companies Bill introduced by the 
previous Government was far too 
narrow and contained ‘a lot of window- 
dressing’. He was not satisfied that the 
previous Bill dealt appropriately with 
the situation. 

It was necessary to widen the scope 
of company law, he claimed, ‘so that 
workers’ interests and individual in; 
terests are properly considered’. The 
Government was also considering 
whether administrative reforms affect- 
ing, for example, Companies House 
should be separated from the general 
principles relating to the reform of 
company law as a whole. 

In reply to a further question from 
Mr R. S. Redmond (Bolton West, 
Con.), Mr Davis undertook to consider 
the view that the small private 
company was a ‘different animal’ from 
the big corporation. Meanwhile, Sir 
Brandon Rhys Williams (Kensington 
and Chelsea, Con.) has secured a 
formal First Reading for the latest in 
his series of Bills intended ‘to require 
certain companies to appoint non- 
executive directors, and to require 
such directors to make an annual 
statement to the shareholders’. 










































Retrospective VAT on 
Hire Agreements 


OLLOWING the Thorn Electrical 

Industries Ltd VAT appeal, (The 
Accountant, February 28th), in which 
the London VAT Tribunal refused to 
read the Finance Act 1972 retro- 
spectively, the Government now in- 
tends to introduce a retrospective 
clause. The first Budget Resolution 
proposes ‘that Part I of the Finance 
Act 1972 (and in particular section 





7 (8)) shall bave effect, and be deemed 
always to have had effect, as if refer- 
ences to cases where: 


(a) goods or services are supplied for 
consideration the whole or part of 
which is determined or payable 
periodically or at the end of any 
period; or 

(b) goods are supplied for a considera- 
tion the whole or part of which is 
determined at the time when the 
goods are appropriated for any 
purpose; or 

(c) goods are supplied on hire for any 
period; or 

(d) services are supplied for any period; 

including cases where the supply took 
place or began before the passing of that 
Act...’. 


Thus not only has the Government 
accepted that tax was not chargeable 
last year on the sort of hiring agree- 
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ments mentioned above; they have 
also made the law retrospective so that 
they can now collect tax from a 
business on supplies, which in law, 
were such that the business could not 
have charged tax when they were. 
made. 

According to HM Customs and 
Excise, the effect of this resolution “is 
to correct uncertainty created by a 
recent decision of the London Value 
Added Tax Tribunal concerning tel 
vision rentals, and to confirm that t 
has been properly chargeable on hiring 
and rental charges from April 1st, 1973. 
onwards, irrespective of the date when 
the hiring or rental agreement began.” 
If the position was uncertain, then the 
proper course would have been fo 
Customs and Excise to take the matter 
on appeal to the Divisional Court. ` 












Taxation of Overseas Earnings 


ROFESSIONAL earnings over- 

seas, which already give significant 
support to the UK’s balance of pay- 
ments, would be seriously at risk under 
the Budget proposals to tax income 
arising from work overseas. In his 
recent presidential address to the 
annual meeting of members of the 
Institute of Management Consultants, 
Mr Brian Maynard, M.A., F.c.A., called 
on the Chancellor to ‘think again’ 
about this aspect of his proposals. 

In 1973, firms belonging to the 
Management Consultants Association 
earned over {11-5 million overseas. 
Secondly, and even more significant, 
there were the visible exports which 
often flow from these consultancy 
assignments, such as construction con- 
tracts and sales of electricity generating 
equipment. 

‘Both because of these benefits to the 
UK economy and because of the con- 
tribution that the expertise of British 
management consultants can make to 
the development of the Third World, 
it is clearly important that every 
encouragement should be given to 
British consultants, both firms and 
individuals, to undertake work abroad. 

‘For the individual consultant, the 
possibility of some tax saving on his 
income earned while working overseas 
has often been an important factor for 
encouraging him to accept the personal 


and family disruption and out-of. 
pocket costs involved in undertaki 
overseas assignments. We are the 
fore seriously concerned that, if 


Mr Brian Maynard 


Chancellor’s proposals become law, it 
will be increasingly difficult to find the 
men and women of high calib 
demanded by this overseas work.’ ` 

If the Budget proposals were im 
plemented, said Mr Maynard, th 
could only serve to reduce the effective 
ness of British consultants in what was 
already a fiercely competitive market. 
In some cases, it would mean killing 
a goose which could have been relied 
upon to lay some much-needed golden 
eggs overseas. 









Disposal of Securities 
(ACCOUNTANTS who are instruc- 
FTN ted by a client to approach other 
persons ‘with a view to acquiring or 
disposing of securities’ may inadver- 
tently commit an offence against the 
Prevention of Fraud (Investments) 
ct 1958. An approach in writing, if 
repeated to more than one person, it 
as been suggested recently in the 
ourts, may be regarded as a ‘circular’ 
hin the meaning of section 14 of 
the Act. 
A recent official notice from The 
Institute of Chartered Accountants in 
England and Wales draws the attention 
of members to this contingency, and 
to the Council’s previous statement 
reproduced on pages 7 to o of the 
Members’ Handbook section, ‘Oc- 


















A Century Ago 
The Accountant 
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From a leading article 


We have received from a subscriber 
_copy of correspondence published in a 
rovincial newspaper upon a subject 
which, although to some extent of 

ly. personal interest, nevertheless 
tmbraces a point which should be 
seriously considered by accountants. 
"A circular is issued, stating that the 
member of one firm has been appointed 
receiver of certain property, ‘upon the 
application of a leading trade creditor’. 
This is followed by a joint application 
tom two other firms, in which it is 
‘asserted that the first-named gentle- 
‘man ‘has been appointed receiver 
at the request of the debtor’, Ac- 
-countant No. 1 contradicts this, and 
adds that it might have been easily 
ascertained: that the assertion com- 
plained of was incorrect, and his 
solicitor further requests an apology 
from the opposition, who, however, 
decline to apologize, on the ground 
hat they were justified in making the 
tatement, whereupon the first-named 
entleman, in order to clear himself 
with the creditors and the public, 
| publishes the correspondence. It is 
inot our. purpose to enter into the 
“merits of this particular case, but 
-rather to call attention to the loss of 
dignity to the profession (to say the 
east) which must inevitably arise 
from exposures of this kind, and to 
urge upon accountants the necessity of 
taking measures to remove the blot. 












































































casional Council and Other Pro- 


nouncements’. Any member in such 
circumstances is recommended to 
submit a copy of the propdsed ‘cir- 
cular’ and any supporting documents 
to the DTI before issue ` alternatively, 
he may either employ the services of a 
member of The Stock Exchange or a 
person holding a principal’s licence 
under section 1 of the Act, or himself 
apply to the DTI for such a licence. 


Irish Republic's 


Surprise Budget 
dE Irish Republic’s 1974 Budget 
bas been described as ‘compassion- 
ate’, It was certainly a Budget of 
surprises: no change in the basic rate 
of tax; the old reliables, petrol, alcohol, 
and tobacco, went untouched; luxury 
spending was neither penalized nor 
restricted ; the principle of capital gains 
taxes was reiterated but not imple- 
mented; and there were no handouts 
to industry. 

Instead surtax, with its exemption 
of the first £2,500 plus the first £2,000 
of earned income, and the earned 
income allowance with its niggardly 
maximum of £500, vanished at the 
proverbial stroke. Personal allow- 
ances have been raised to {500 for the 
single taxpayer (previously £299); 
£800 for the married couple (pre- 
viously £494); and £220 for the work- 
ing wife (previously £104). Children’s 
allowances, at present a medley of ages 
and rates, were simplified into a simple 
£200 for each, regardless of petty detail. 

In addition came a new graduated 
tax structure proceeding from 26 per 
cent on the first £1,550, after personal 
allowances, through 35 per cent for the 
next £2,800, 59 per cent for the next 
£2,000, 65 per cent for the next £2,000, 
and a grim 8o per cent for the affluent 
thereafter. Comparison with the 1973- 
74 scales indicates lessening assess- 
ments, substantially so in lower income 
brackets, and some 60,000 sufferers 
will escape liability. 

Next came the historic breakthrough 
in the taxation of farmers, exempt 
from tax since 1969. About 9,000 of 
the Republic’s 170,000 farmers, those 
with rateable valuations of {100 or 
more, will be liable, with an option to 
choose either the gross profits of 
1973-74 or 1974-75. In the absence of 
records, a formula taking gross profits 



























The National Convention of the Aus- 
tralian Society of Accountants held 
recently in Canberra attracted over 600 mem- 
bers of the Society, accompanied by some 
400 wives and guests, The President of 
the ASA, Mr G. W. Bottrill, is pictured 
above (centre) with Mr E. Craig, President of 
the New Zealand Society of Accountants 
(eft) and Mr E. H. Burgess, President of 
The Institute of Chartered Accountants in 
Australia. 

An advance note of the Convention pro- 
gramme appeared in The Accountant of 
January 3rd, 1974. 





on a national basis of 40 times each £ 
of the rateable valuation will be 
established. Accountants may foresee 
new and interesting workloads. 

The compassionate element was 
seen in an overall 18 per cent increase 
in social welfare benefits, including 
public service pensioners, widows, 
unemployed and dependants. 


No Change Yet 
in Annual Returns 


‘Clee sympathy’ has 
been expressed by the Registrar 
of Companies, Mr R. W. Westley, with 
the suggestion from Messrs Redhead 
Piggott & Co in our correspondence 
columns of April 4th, that a simple 
‘no change’ form of annual return 
might be made available for use by the 
smaller family company. 

Mr Westley agrees that implemen- 
tation of the proposal would be of 
advantage in many ways. But he adds 
that, unfortunately, the present content 
of the annual return is prescribed in the 
Companies Act, and can only be 
amended as a result of further major 
legislation. 

However, he undertakes to give the 
matter every consideration when the 
power to do so becomes available. 








od Progress on 
International Standards 
Geen progress, it was officially 
` AJJannounced last week, has been 
` made by the International Accounting 
‘Standards Committee towards further 
-draft statements of international stan- 
«dards. In the light of agreement 
` reached at the IASC’s recent meeting 
in London, release of the second and 
third in its programme of exposure 





of fixed assets’. 





THIS IS MY LIFE 


Keep it Simple 
by An Industrious Accountant 


Së E had some high-level friction about annual bonuses 
ee for departmental buyers. The managing director 
was the one who put his silly big foot in it to start; 
he can never see the wood if an attractive tree crosses 
his line of vision. 
i His trouble was that he became computer-mesmerized. 
| Lots of chaps get this particular bug nowadays; in fact 
it’s highly infectious. They seize your arm, their eyes 
gleam frenziedly; batch control, they hiss, masterfile 
interrogation, suspense discs! 

It started when he was examining Harry’s china and 
glass summary. Turnover up; mark-up rate bang on 
budget; deductions for staff wages, interest on average 
stock, and floor rental all as per forecast. Result: 

improved profit and bonus, and a new target schedule 

< fOr 1974. 

"The MD’s voice quivered with emotion as he fore- 
shadowed the shape of things to come. With a properly 
planned programme he could allocate to each depart- 
ment its share of fixed and variable expenses and 
unforeseen extras; he could pro-rate advertising and 
transport costs; he could set graduated budgets with 
monthly bonus calculations. He’d give the Institute of 
Directors a lecture on ‘The Electronic Slave’; it would 
light such a candle in England as would never be put 
out! 

Scotty looked at him dourly. His laddies would be gey 
suspicious of changes; they didna’ all trust yon ugly 
misbegotten contraption, he said. Bide a wee, the noo; 
go canny. ` 

The MD gazed at the insubordinate Luddite more 
in sorrow than in anger, so I got my say in fast. 
Personally, I think each buyer should simply agree 
his budgeted profit for the year, based approximately on 





drafts — dealing respectively with 
valuation and presentation of inven- 
tories and with consolidated accounts — 
is expected this year. 

A project added to the IASC’s 
agenda at this meeting was ‘Account- 
ing in the face of inflation’. IASC 
steering committees are already at 
work on the drafting of further papers 
on ‘Information to be disclosed in 
financial statements’ 








Margin of Error 
OMPLEXITIES of the VA 
system, it appears, are still defeat- 

ing a number ‘of Britain’s smaller 

businessmen. In Parliament recentl 

Dr John Gilbert, Financial Secretary 

to the Treasury, admitted that some 

850,000 out of the 4} million VAT 

returns so far received ~ that is about ` 

20 per cent of the total — had been 

found to be incorrect or incomplete. 



























and ‘Depreciation 


volume and mark-up; the only deduction acceptable 
should be the interest on stock, because this he can and 
should control strictly. It’s then the directors sole 
responsibility to give him more or less floor space, girl 
assistants or men, lighted showcases or pyramid stack 
or nearness to the lift or the coffee-room. ; 

In short, the less figures the better; keep it penny 
plain. The chap’s job was to sell well, not to argu 
percentages of involved overheads. He should be a-h 
bargainer, not a sophisticated mathematician with ` 
built-in obscurity complex. 

Scotty supported me. Buyers were touchy and tak: 
home-pay conscious, he said; obscure figures from. 
mysterious electronic innards would set the heather. on 
fire. We shook our heads, and a distinctly peeve 
director said goodbye to his world-shaking lecture. W 
hope, not too optimistically, that our own bonuses will 
benefit from our contributions. 





The EEC Sixth Directive 


by HUGH MAINPRICE, LL.B. 






accordance with the directive by January 1st, 1975. 


"HE Sixth Directive lays down that the territory of a 
T member state may be extended to cover the continental 
shelf. This is a change from the Second Directive, where 
erritorial application was confined to the national territory, 
ncluding territorial waters. 

In certain circumstances, supplies of services to a taxable 
person in one state by a person in another state or to a 
hon-taxable person by a person outside the Community 
ill also be taxable. The meaning of the term ‘taxable 
person’ has been enlarged to take into account ‘one-off’ 


ransactions to supplies of buildings and land. 


axable transactions 
‘he basis of all VAT systems is that tax is charged both 
n the supply of goods and the supply of services. The 
irective sets out in detail the distinction between these 
plies and, in particular, distinguishes certain supplies 
of real property in a way which makes some supplies of 
goods and others supplies of services. 
_ This distinction is foreshadowed in section 5 of the 
Finance Act 1972, but it has been extended by the Sixth 
Directive. There are problems with regard to English real 
perty law, which differs from that obtaining in all other 
JEC states. The concept of immovable property, which is 
not known to English law, figures largely in articles 5, 6 and 
7 of the Directive. It is also worth noting that commission 
agents will be deemed to be supplying goods, and not 
services, when the Directive is implemented. 
Supplies of services will now include the use of goods 
forming part of the assets of the business for purposes not 
connected with the business, and thus the self supply of 
goods by a taxable person will be deemed to be a supply 
of services and not a supply of goods. 


Place of supply 

The place of supply will be the place from which goods 
are dispatched rather than the place at which they are 
received, unless there is a contract for the goods to be 
< installed or assembled im situ, in which case it will be the 
place of installation or assembly. However, the place of 
supply of services will be the place where the business of 


Uniform VAT for Europe? 


"he object of a common value added tax system within the EEC is that tax 
hould be charged at the same rate on the same goods or services, whether 
they are supplied in this country or in any other member state. In order to 

tain a common system, it is first necessary to harmonize internal state 
egislation so that exemptions, zero-ratings, and positive rates of tax fall 

o be charged on similar supplies of goods and services throughout the EEC. 
his is the purpose of the Sixth Directive which was proposed by the 
“Commission on Indirect Taxation to the Council of the EEC on June 29th, 1973. 
Article 1 of the directive enjoins member states to modify their systems in 





































the person previding the service is established, except those 
services connected with immovable property and transport 
services. 

In the case of immovable property the place of supply 
will be the place where the property is situated and in the 
case of transport services the place where the transport 
takes place. 


Value of supply 

The Directive divides taxable value into two categories ~ 
first for supplies within the national territory and, secondly, 
for supplies imported into the national territory. 

For supplies made within the national territory, the 
taxable value is to include all taxes, duties, levies and 
charges excluding VAT, as well as incidental expenses such 
as commissions, packing, transport, and insurance costs, 
even where such costs are the subject of a separate agree- 
ment. However, the taxable value does not include dis- 
counts, rebates, returnable packing costs, account payments, 
or interest paid on deferred or delayed payments. The 
current Customs and Excise view is that the taxable value 
of goods supplied on deferred terms is the total cost, 
inclusive of the deferred payment. 

The taxable value of imported goods is the actual amount 
paid by the importer on a c.i.f. basis, including all incidental 
expenses and taxes and duties except VAT itself. Where 
no money is actually payable by the importer — i.e., where 
goods are sent as a gift — the taxable value is the open 
market value of the goods imported. ‘Open market value’ is 
defined in the Directive as the amount, excluding VAT, 
that the importer would have to pay for the goods at the 
marketing stage in the country from which the goods were 
exported, ` 

The Directive also makes provision for bad debt relief, 
which is not available in this country under current legisla- 
tion. However, the provision appears to give individual 
member states a wide discretion as to how such bad debt 
relief shall be applied. i 


Exemptions 


The term ‘zero-rating’ is one which is peculiar to the UK 
and Eire, and is not fully appreciated in other EEC 











` Í THE 


ear ACCOUNTANT E o 


Yes, there is a totally secure, high performance investment. Standard Life. 
Peace of mind for you. And for your client. 





As an adviser, with your 
client totally dependent on 
your judgement, you can’t 
afford to take any chances. 
Any more than your client 
can afford to take a low return. 

It's a problem. Because - 
most safe investments aren’t 
too profitable. And most 
highly profitable investments 
entail risk. Except one. 

` A Standard Life policy. 

Standard Life, with assets 
of £1,000,000,000 is the 
country’s largest, most 
consistently successful, 
mutual assurance office. It 
gives your client total security, 
excellent life cover and a first- 
class return on his money. 

Now what more could he 
ask of you? 


With profits endowment assurances taken out 
at age 30 and maturing after Ist March,1973. 


SE 
effected in 


Term in 
years 


Total Net 


The net outlay figures assume that income tax 
was paid at the appropriate standard rates. All 
‘agures relate to policies effected in the U.K. 


bar peace of mind. 


Established 1825. Assets exceed £1000000000 
Head Office:3 George Street, Edinburgh. 
Branches throughout the United Kingdom 
“and the Republic of Ireland. 
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Every year we pay homage, as a nation, to the dead of all 
three Services. .. ins 
And every year we forget the thousands who live on — after 


‘a fashion. 


_ “For the dead and maimed are not the only casualties. All ` 


too many Soldiers, Sailors and Airmen suffer mental 
breakdown through over-exposure to death and violence. 
We help them in their own homes and in hospital, these 
men and women who have tried to give more, much more, 
than they could. We run our own Convalescent Home. 
. For some, we provide work in a sheltered industry so that 
. they can live without charity. And we provide a Veterans’ 
Home where they can see out their days in peace. 

Money alone can’t pay our debt. But it can go a long way. 
Please help us, and please tell your clients about us too. 


2 “They've given more than they could— — 
ee please give as much as you can.” 


` ` ELSERUICES 
MENTAL WELFARE SOCIETY 


37 Thurloe Street, London SW7 2LL. 01-584 8688, 


Spicer and Pegler’s 


“BOOK-KEEPING and | 
accounts ` | 


Seventeenth Edition - 


by W. W. Bigg, F.C.A., and , 
REG, Perrins, F.C.A. 


_ In this edition the opportunity has been taken 


to embody highly topical matters such as the 
interpretation of accounts, the valuation of 
undertakings and the accounting entries 
consequent upon devaluation. Recent recom- 
mendations from the Council of The Institute 
of Chartered Accountants in England and 
Wales for the guidance of their members 
have been included wherever this has been 
considered pertinent or helpful. 


Price £4°20 l Post free £445 


 HEL (Publishers) Ltd 


9 Bow Street, London WC2E 7AL 
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countries. Th otier Pare PEN exemptions E VAT ) 
are of two kinds; the ‘ordinary exemption is the same as 


exemption in this country under current VAT legislation, 


and there is an additional category of exemption where the 


` right to deduct input tax remains. This latter category is 
similar to our zero-rating, but in most EEC states it applies 
only to export transactions. 

- All the exemptions currently in Schedule 5 of the Finance 
_ Act 1972 appear to be covered in the Directive, but there 
are other exemptions which are significant and which do not 
‘appear in Schedule 5. Supplies by bodies governed by 
. public law, non-profit-making organizations or private 
charitable organizations are, in certain circumstances, 
exempt. In addition, the supply of services, and goods 
incidental to those services, by non-profit-making sporting 
‘or physical training organizations to their members are 
exempt, provided that such members are amateurs. 

The Directive lays down definitions of ‘non-profit- 
making’ organizations and ‘private charitable’ organizations, 
‘but to incorporate those definitions into: English law. may 
prove to be difficult. 

One variation from current English practice.is that the 
Directive seeks to tax commercial lettings. The article 
instances factories, shops, cold storage facilities and ‘parts of 
buildings’: It is not clear if the latter item is intended to 
apply to office leases but, if the principle of taxing commer- 
cial lettings is brought into domestic law, it will increase 
‘the cost of such premises to exempt organizations. 

Exemptions which also carry a right to deduct input tax, 
equivalent to our zero-rating provisions, are confined to 
exports, international transport services, port and airport 
services, the supply of seagoing vessels and aircraft used by 
airlines on international routes, and the supplies of goods 
and services to diplomatic and. EE missions of EEC 
member states. 


Deductible input tax 


The Directive makes it quite clear that the right to deduct 
input tax depends upon.the possession of a tax invoice, and 
that without such an invoice the right to deduct input tax 
does not exist. This is the current position as propounded 
by Customs and Excise in the UK, but Ze not the current 
legal position. 

In addition, input tax may only be deducted by a ‘avaible 
person where goods or services are used by him for the 
purpose of ‘his business. However, input tax may be 
deducted in respect of supplies made in a foreign country 
which are subject to tax in that country. It would seem 
reasonable to suppose that this particular section applies 
only to EEC member states and not to foreign countries in 
general. Further, a taxable ‘person who suffers input tax 
in an EEC state other than his own will be able to claim a 
refund from that state, notwithstanding that he has made n no 
taxable supplies himself in that other EEC state. 

VAT will not be deductible on: 

(a) expenditure on accommodation, lodging, festdurants, 
food, drink, entertainment and passenger transport. unless 
incurred by a person who is in business in such activities; 

(b) expenditure on luxuries (such as, Perhaps, the Persian 
carpet in the boardroom); 

(c) entertainment expenditure; and 

(d) goods and | services relating to any ‘of the above. 
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The same oe rata weil apply t to. pl exempt traders e 
as currently apply. in the E 


Duties of. persons liable a 


Apatit from the liability to register, which i is the same as that 
now obtaining in this country, the Directive lays down 
obligations which differ from those under our current 


internal law. In addition to the obligation to issue a tax’ ` 


invoice; a taxable person must also issue an invoice for all 
payments on account which he receives. In the construction 
industry, this would mean the issue of an invoice for every ` 


periodic payment; but, since the right to deduct input tax .. - 


will depend on the possession of a proper tax invoice when 


the Directive is implemented, invoices will become even’ ` 


more important than they are at present. 
If the invoice date is made the time of supply then a tax — 
invoice must be issued within 30 days of the date of the 
actual supply. At present there i is no time limit on the issue 
of a tax invoice. g 
The Directive lays down that tax returns shall be made 
monthly, and gives member states discretion to modify this ` 
only in the case of small undertakings and farmers who ` 
adopt the common flat-rate scheme. In addition, during” 
the first six months of every tax year, a taxable person 
has to submit a return covering all his transactions for the 
previous year and setting out any adjustments which may 
be SESCH 
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Small undertakings 


Until complete tax harmonization within the Community l 
has been achieved, the small trader exemption is set at. 
4,000 units of account. It is not yet clear what yardstick 
will be employed to assess the value of a unit of account. 


It seems unlikely that it will be each member state’s internal”: | 


unit of currency, since this would inevitably lead to dis- 
tortion; the more likely unit would EE to be the Euro- . | 
dollar. , 

In addition, member states may grant graduated relief 
to taxable persons whose turnover exceeds 4,000 units but 
does not exceed 12,500 units of account. The Directive also 


provides for simplified accounting procedures to be applied. `- 


to small undertakings and this will allow a continuance of ` 


special schemes for retail traders. It will be interesting to. 


see how large chain store groups are affected. . 

Any of the foregoing three reliefs can only be applied 
after consultation by the member state concerned with’ the” 
VAT Committee of the EEC. 


Second-hand goods 


Second-hand goods are defined in the Directive as used: 
movable property which can be re-used as it is or after = 
repair. However, original works of art, antiques and collec- 
tors’ items, including stamps and coins, are excluded from 
the definition. ` 
Where second-hand goods are supplied by a non-taxable 
person to a taxable person, the taxable person may deduct 
input tax calculated on the purchase price. Additionally, 
when a taxable person supplies: ‘luxuries’ which he has 
purchased. for his business and on which the input tax was ` 
non-deductible, the recipient may deduct the relevant input’ 


tax on the-sale if he intends to resell the goods in question." 
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-There is a:proviso in both cases that the amount of input 
tax which may be deducted must not exceed four-fifths of 
the amount of tax due on resale, and any input tax deduc- 
tion must be adjusted if necessary. Any taxable person who 
is covered by one of the special schemes for small under- 
takings may not deduct tax on the purchase of second-hand 
‘goods from a-non-taxable person. 


Farmers 

The Directive contains a complicated series of provisions 
which appear to be designed to assist the small French 
farmer — so complicated that any saving involved would be 
more than wiped out by the additional book-keeping it 
would entail. In any event, farmers who farm in partnership, 
or as a company, or farmers whose annual turnover exceeds 
50,000 units of account, are excluded from the scheme. 


Transitional provisions 
The exemption with the right to deduct input tax for 
international passenger transport by sea or air applies only 
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until January ist, 1977, and thereafter such transport will 
be taxable at a positive rate. 

The right to make special schemes for tax on capital 
goods is removed be the Directive, but those member 
states which operated a special scheme before April rst, 
1973 (or where such a scheme was in existence on April rst, 
1973) may continue the scheme until the Council fixes 
a date for all such schemes to cease. That date must be not 
later than the date on which all tariff barriers within the 
EEC are removed. 

The Directive provides for the setting up of a VAT 
Committee with members from each EEC state and a repre- 
sentative of the Commission as chairman. Tne committee 
is charged with the general oversight of VAT throughout 
the Community. ; 

On January ist, 1976, and every two years thereafter, 
there will be a report to the EEC Council on the application 
of VAT systems throughout the Community. Arising out of 
such reports, further Directives will be issued from time to 
time. 


Charitable Giving Made Easy 


The £4 million turnover Charities Aid Fund was set up 50 years ago this year 
by the National Council of Social Service to facilitate the flow of money to and 
from charities, and is now one of the biggest customers of the Charity Division 
of the Inland Revenue. It has played a successful part in influencing the 
government of the day on matters relating to charities. 

CAF's chief accountant, JOHN PULLEN, F.C.A., explains how CAF’s expertise 
can help strengthen readers’ service to their clients or employers. 


"TOWARDS the end of 1964, draft proposals for a cor- 

poration tax were creating uncertainty about the deed 
of covenant principle as it concerned corporations. As a 
consequence of representations, both personal and in 
writing, to the then Chancellor of the Exchequer, the 
case for preservation and safeguard of the deed of 
covenant in the interests of all voluntary and charitable 
endeavours in the country was recognized; and the 
Finance Act of 1965 made special provision permitting 
gross payments under deed of covenant to rank as allow- 
able expenses by corporations in the calculation of their 
corporation tax. 

The Finance Act 1973 replaced the ‘standard’ rate of 
income tax of 38°75 per cent by a ‘basic’ rate of 30 
‘per cent. When the proposals about the new unified tax 
systems were first mooted, it was at once realized by 
CAF that this would result in an estimated loss to 
charity of well over £3 million per annum until existing 
deeds expired. , 

They mounted a campaign in 1972, which included 
the distribution of some 50,000 copies of their illustrated 
explanatory leaflet The Missing Slices to bring the 
gravity of the position to the notice of the Government, 
charities and their subscribers. They also prepared a 
recommendation to the Chancellor on transitional measures 


to minimize the loss of charity. The Act duly made pro- 
vision for transitional relief over a period of four years 
(albeit on a diminishing scale) which the Chancellor 
himself estimated would involve some £7 million in in- 
come that charity would otherwise have lost. 


Concession on small covenants 


A further valuable concession was granted by the 
Government in 1973 when it accepted a proposal 
previously initiated by CAF, that, in the case of deeds 
not exceeding {15 net per annum, charities need no 
longer have to obtain and submit, or subscribers to com- 
plete, tax certificates (forms R185 (AP)) after the first 
year [The Accountant, February 22nd and March ist, 
1973]. At a stroke, a vast amount of time-consuming 
and intimidating paper work was thus eliminated. 

Another important amendment to the law was made in 
1972, as a result of a recommendation made by an advisory 
group on charities and taxation which had been set up by 
the National Council and in which CAF played an import- 
ant role. 

Up to this date, bequests made to charities by will, or 
gifts made during the last year of a donor’s life, were 
included in the estate for calculation of duty. The 
Finance Act 1972 reversed this practice so that charitable 
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bequests and all gifts within 12 months of death (up to a 
maximum of £50, 000) are now excluded from the estate. 
This welcome concession was to prove a strong incentive 
to the charitably-minded testator as the increasé in the 
use of this service indicates. 

Finally, capital gains tax, introduced in 1965, had proved 
a serious deterrent to those who would otherwise have made 
capital gifts to charity. Again, as a result of the 
advice giveri by the advisory group mentioned above, the 
Government in 1972 accepted their reasoning and ex- 
empted capital gifts to charity from this tax. 

But CAF’s greatest expertise lies in the realm of deeds 
of covenant. The donor takes out a deed of covenant 
with CAF for a fixed annual sum; CAF, as a registered 
charity itself, recovers the tax element of the covenanted 
sum on behalf of the donor. 

The donor then has two sums credited to his account — 
the original cheque paid to CAF and the tax subsequently 
recovered from the Inland Revenue. By instructing CAF 
how this balance is to be distributed, by standing order 
or casual instruction, the donor still retains his in- 
dividual choice. ; 

It should be pointed out that the sum may be dis- 
tributed to any organization anywhere provided it is 
recognized as a charitable application of trust income 
by Inland Revenue, or is registered by the Charity 
Commissioners. The donor has no more worries at all, for 
CAF confirms the charitable status of the organization, 
prepares a cheque or mail transfer and despatches the 
cheque with a covering letter. Special instructions may 
be given by the donor, for example, that he wishes the 
donation to be ‘in memory of X’. This instruction is then 
incorporated in the covering letter accompany the cheque. 


Donor accounts 


Full accounts are kept for each donor, and copies are 
available at any time ~ normally on an annual basis, but 
more frequently if requested. 

By covenanting with CAF, the subscriber has saved 
himself time and expense. To an individual this may not 
be of paramount importance, but to a commercial under- 
taking the economies of this method are vital — only one 
cheque is required, thus simplifying the cash flow and 
charitable donations as one figure decided at the board 
meeting. If the organization is large enough to justify it, 
a charitable donations committee may be formed that 
decides in what way the donation shall be distributed and 
to whom. 

Before deciding to covenant through CAF and how much 
to donate, an accountant may be asked be his client or 
Board of Directors for advice on the effect of the dis- 
cretionary covenant. He should point out the following 
basic facts that must be met if the covenanted payments 
are to qualify for tax relief: 


(i) It must be for a period capable of exceeding six years; ; 


(iiy The covenantor must not obtain any beriefit from the 
payment; and 


(iii) The agreement must not be capable of unilateral termina- 
tion by the donor, but special clauses can provide for 
varying sums or’ periods of operation. 
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It is a legally binding document in which one party 
promises to pay another, usually in the form of a regular 


. annual payment for a period of seven years. A covenant 


with CAF may include a clause to the effect that the sum 
will be paid while a particular set of circumstances exist ` 
~ for example ‘as long as I am a pilot with British Airways’ ` 
or ‘as long as profits do not fall below £....’. 

The considerable financial advantages to be gained 
by giving under covenant should be remembered. Take, 
for example, a company giving {£20,000 annually to 
charity; without a deed of covenant this is possibly costing 
the company, with corporation tax at 52 per cent, over 
£40,000. If given under covenant the annual payment is 
allowed for tax purposes and with this benefit the effective 
cost is reduced to £9,600. 


Gross or net? 


Having decided to execute the covenant, the next question 
is whether it should be gross or net. Whilst the wording 
of the deed of covenant makes no difference to the 
amount of tax relief obtained, there are two ways in which 
it may be worded. It may be an agreement to pay a certain 
gross amount from which tax is deducted; or — and this is 
more usual in the case of a private individual — it may be 
an agreement to pay an amount which after deduction 
of tax at the basic rate amounts to £x. 

When the rates of tax are changed, as they were in 
April 1973 from the standard rate of 38-75 per cent to a 
basic rate of 30 per cent, the wording of the deed takes 
on a new significance. When the agreement is to pay a 
gross sum, the charity continues to receive the same total 
as it did prior to the change. The change in rate means 
that the covenantor pays more to the charity. On a gross 
payment of £200 he will pay £200 less tax at 30 per cent — 
i.e. £140 as against £200 less tax at 38-75 per cent, or 
£13250, last year — but is no worse off in the long run, 
as the total gross sum remains the same. 

When the wording of the deed is such that a net pay- 
ment is made, the charity suffers from the reduction in 
tax, or conversely gains when the rate of tax is increased. 
In this case the covenantor continues to pay the charity 
the same fixed net amount — ie. £140; but, because of 
the fall in the rate from 38-75 to 30 per cent, the grossed- 
up equivalent that the charity receives is now smaller. 


‘It has been estimated that the total loss to charities as a 
‘result of the reduction of the rate from 38-75 to 30 per cent 


will amount to £3 million per year until the expiration of 


existing deeds. 


Transitional relief 
Transitional relief is o be based on the amount of tax 
recovered on net deeds for the year 1971~72. In 1973—74, 
the relief will be the difference between that amount 
and what is recovered at 30 per cent. On a sliding scale, 
in 1974-75 it will be 75 per cent of the difference, in 1975- 
76 50 per cent, and in 1976-77 25 per cent of the 
difference. 

For those people who covenant through CAF, CAF will 


` calculate this transitional relief and make the claim on n their 


behalf. 


` 
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-Legal Costs and — 
‘Expenses Insurance 


by OUR INSURANCE CORRESPONDENT 


ROM time to time, the insurance industry breaks 


really fresh ground. This appears to be the case with the 
legal costs and expenses insurance which is being under- 
written at Lloyd’s. In Germany, where somewhat similar 
facilities have been available for some time, annual premiums 
for this insurance are reported to be in excess of DM 500 


S million (approximately £80 million). 


From. the social point of view, it is a pity that this in- 


- surance should be so necessary; unfortunately, however, 


the current legal ‘aid scheme is not’ Particularly wide- 


-© reaching. 


A spokesman for Legal EEN which monitors 


` the operation of the legal aid scheme in poor areas, has said , 


that a single man is eligible for legal aid if he does not earn 
more than £1,965 a year. If his gross earnings are less than 


s £733, he should get free aid. A married man with three 


young children qualifies if he does not earn more than 
£2,654 a year. 

. To be eligible for free legal advice and assistance, a man 
earning the gross national average weekly wage for manual 


` workers of £37 would have to have six children aged from 


four to seventeen. Even if disposable income is low enough, 


‘a person may not qualify for legal aid if he has assets in 


excess of £5,000 — e.g., the value of his house less the out- 
standing mortgage loan. 


Between two stools 


Many people, therefore, fall between the category which ` 


_ is eligible for free legal aid and those who are rich enough 


to meet the costs involved in the event of their becoming 


. involv ed in a court case. 


With the insurance which has been introduced, a policy- 
holder can pick the level of cover which he wants — for 
legal fees from {£1,000 (costing £8 per annum) to £10,000 
(£14 per annum). Naturally, with the scheme still in a 
somewhat experimental stage, there can be no guarantee 


~'that these premiums will remain unchanged in the future. 


Where this insurance differs from many other forms of 


_ protection is that a policyholder will only be able to re- 


cover go per cent of the cost from underwriters, having to 
bear the balance of 10 per cent himself, subject to a mini- 


mum of £10. Where any recovery of costs is made from . 
‘the other side, the recovery will be-shared by underwriters 


and the policyholder i in the same proportion. 
Clearly, that excess is one limiting factor. N evertheless, 


the value of this insurance may lie not so much in the legal 
‘costs which will be met by it, ‘but simply in the ae 


power which it gives to a policyholder. 
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From time to time, most individuals come up against an 
unhelpful company or organization which. they consider to 
be in the wrong, which refuses to give way, so that to make 
any progress it vill be necessary to resort to the Courts. 
Understandably, many people stop at this point, simply in 
view of the cost which might be incurred; with the under- 
writers’ money. behind him, an individual will be in a very 
much stronger position. 


Nevertheless, the scheme. has not been devised to create -— 


vexatious litigation. The policyholder does not have carte 
blanche to undertake litigation whenever he feels so inclined 


~ despite the fact: that, in-any event, he will be paying 10 ` 


per cent of the cost. 

Normally, a policyholder wishing to make a claim will 
have to provide as much evidence as possible at the outset. 
A lawyer in the offices of the brokers will put everything 
together and submit it to a firm of solicitors acting on behalf 
of underwriters. They will then pronounce whether they 
feel there i isa viable case or not. 
Arbitration clause 


If the solicitors feel that a policyholder has a viable case, 
underwriters are likely to give the policyholder permission 
to instruct a firm of solicitors of his choice. But under- 
writers retain the right to veto a particular firm if they 


-have doubts about its abilities in connection with the case, 


or for any other reason.: 

If, however, underwriters are advised by their solicitors 
that they see little point in proceeding, the policyholder 
will be told that underwriters are not prepared to support 
him. Should the policyholder consider this Keen 
there is provision for arbitration. 

- In that event, another firm of solicitors, nominated by the 


Law Society, or a Jocal Law Society, can be asked to ar- 


bitrate. Should this firm consider that the view stated by 
underwriters is ‘unsound or unreasonable’, underwriters | 
are obliged: to agree to support the case, and to meet the 
costs in the agreed. proportion — and the fee of the solicitors 
acting as arbitrators is met by underwriters. 


If, on the other hand, the solicitors asked to arbitrate up- ` 


hold the view of underwriters, the policyholder will not be 
able to make a claim and, also, will have to meet the costs of 
the arbitration. 

As. might be expected, there are limitations to thee cover 
provided by this insurance. Individuals are covered only in 
their personal capacities, — mainly because individual 
assessment of premium would be essential if professional or 


business activities were to be included. Furthermore, 
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certain types of protection — such as professionel negligence 
~ are already available. 

Essentially, the cover falls under tives: main headings. 
In the first place, the insurance applies to the pursuit of 
civil claims for damages, specific performance or injunction 
by the assured through death or personal injury to himself; 
physical loss or damage to the assured’s property; the 
purchase, hire or hire-purchase.of goods or services 
founded on the defective nature of the goods or services; or 
any contract of employment. 

Secondly, there is cover for the defence of civil claims 
made against the assured arising from or out of death of or 
personal injury to anybody else; physical loss or damage to 
somebody else’s property; or any contract of employ- 
ment. 

Finally, an assured can claim for the cost of defending 
himself against criminal charges, including driving offences. 

Under the first section, therefore, an assured can take 
action against another motorist so as to avoid losing his no 
claim discount, or to recover uninsured losses. The second 
section should put a policyholder in a strong position when 
in dispute with an employer, neighbour, car dealer, televi- 
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sion rental çompany, heating engineer, travel agent, or any 
other provider of goods or services. 


Criminal defence 


Most of those who take this i insurance no doubt hope that 
protection for legal costs of defence of prosecutions will not 
be necessary. Nevertheless, even the most law-abiding 
citizen runs the risk of being charged with speeding when 
on the road, or driving without due care and attention. Also, 
of course, anybody may be charged with an offence of 
which, in fact, he is quite innocent. 

Underwriters at Lloyd’s expect this type of insurance to 
be ‘self-generating’. Their view is that, once it becomes 
widely known that the scheme has teeth and that they are 
ready to support policyholders who have a reasonable case, 
the public will appreciate that this insurance represents a 
valuable instrument. 

Potential adversaries, also, will appreciate that EE 
Thus, not only should there be an increase in business, but 
it should be easier for those with this insurance protection 
to obtain fair and just settlements with reasonable speed, 
without the necessity of going to Court. 


National Job Evaluation 


Is it Feasible? 


National job evaluation is currently being suggested as a solution to labour 
disputes about wage differentials and the sharing of the national cake. JAMES 
EDGAR analyses some of. the practical problems that would have to be 
surmounted if such a system were to be introduced in this country. 


ES purpose of job evaluation within a firm or industry 
is to compare jobs in some formal and methodical 
manner in order to arrive at their relative worth for wage 
and salary purposes, and thus to distribute the total wage 
bill more ‘equitably among employees. It establishes pay 
rates which take account of -differing degrees of skill, 
responsibility, experience and effort, and allows for 
variations in working conditions. . 

Job evaluation is concerned with rating jobs, not in- 
dividuals. Where it is used in a firm, job evaluation 
establishes base rates; additional payments may be made 
for individual merit or for years of service. 


Acceptability ` i 


At firm or industry level, job evaluation is dependent or on 
acceptability to the. labour force and the agreement of 
the appropriate trade unions. To gain acceptance, full 
consultation at every: stage is necessary, and- assurances 


normally have to be given that no wages will be cut asa . 


-result of the- introduction of job evaluation. Thus if a 
group of workers: doing a particular job is given. an 
‘evaluated’ rate which is less than current wages, a ‘per- 


sonal allowance’ might be given to make up the difference. 
New workers taken on for this particular job would not, 
of course, get the personal allowance. 

For this reason, and because of the costs of introduction, 
job evaluation can increase the total wage bill in a firm 
considerably, in some cases initially by as much as ‘10 
per cent. But once introduced the system does tend to 
remain, for it has these advantages: 


It is often impossible in modern industry to relate pay 

E realistically to the worker’s individual efforts, because of 
mechanization; 

Even ‘in industries where individual skill and effort play a 

' large part in determining the production rate, the advantages 

of piece-work are outweighed by losses resulting from rate- 


`- fixing disputes; 


Job evaluation, if properly introduced after consultation, 
produces agreed differentials; and cost-of-living increases, 
merit awards and length of service bonuses can therefore be 
related to a fairly established basic rate; 

The introduction of evaluated: rates establishes’ some 
common ground between management and trade unions, 
and this can form a basis for improvements in other areas 
(e.g. training and improvements in organization). 
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' It is impossible in an, article to describe all the various 
` methods of job evaluation, but some idea of: what is 
involved — at the level of the individual firm — can be given 
by looking at ‘points, rating’, one of the most popular 
methods. 

Here, certain factors (such as educational level, amount 
of training required, initiative, mental and physical skills) 
are determined beforehand as the basis of comparison. 
Some variations of the method use as few as five factors, 
others as many as 20 or 30. For each factor it is usual to 
allow a specific range of points. The evaluation committee 
‘making the assessments then decides, after considering 
detailed descriptions of every job, how many points to 
allot to each factor in each job, having regard to its 
importance. 

_ The. conversion of total points into money cannot be 
done scientifically, as it depends so largely upon current 
social and economic considerations. In practice, a wide 
. variety of methods is used. The simplest method would be 
to decide upon two or three key jobs, which in the opinion 
of the committee (and -preferably everybody else) were 
fairly paid at the current rates; if a labourer earning £30 
a week had 300 points on the scale and a skilled workman 
earning £40 had 400 points, it might be concluded that 


the points allocation was fair, and all other wages could be 


determined accordingly. 
When relating money to points (and this is true of 


nations as well as of industries and firms) more money ` 


cannot be paid out than is available. It will be seen that 
job evaluation is not a science; but it is methodical and 
tealistic; it recognizes that the laws.of supply and demand 
cannot be ignored, and that wage rates already in exist- 
ence must be taken account of. 

Mining is one of the industries where job evaluation, 
on an industry-wide basis, has been used. The present 
dispute highlights the fact that wage relationships within 
the industry are accepted, but that the relationship of 
. miners’ wages to those of other industries is not. 


National policy 


Hence the case for national job evaluation, which in theory 
- would result in the reliable ascertainment of the relative 
worth of jobs. Jobs of course are not static, and there would 
have to be a continuous process of re-assessment and 
correction; but, subject to this, there would be in effect a 
league table of jobs. 
'The following steps would ‘appear to be involved in 
“setting up a system of national job evaluation: 


(1) The government forecasts what the total wage and salaries 
bill will be for the following year, having regard to the 
anticipated ‘growth (if any) of the economy. This step 

_would involve discussions with industry, commerce, 
trade unions and other representative bodies, but ob- 
viously it could not depend upon universal agreement 


` (2) A Pay Board -fairly representing all interests would 
evaluate certain ‘key’ jobs (for example, miners, engineers, 


railwaymen, building craftsmen, with various grades in ` 


each category) according to the factors and points'range 
in a national job evaluation system, already. established 
by agreement 


(3) The government, in consultation with the Pay Peit, 
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would determine wage rates for these key jobs, having 
regard to the evaluations made, and taking into account 
the total money available 
(4) All- other industries and firms, using the same basic 
evaluation system, would determine their evaluated 
rates and have them approved by the Pay Board 
(5) In subsequent years, when all jobs had been evaluated, 
the government could apply percentage increases (or 
for that matter decreases) knowing that they were related 
to acceptable base rates. A pay freeze would be 
more tolerable to the extent that frozen wages and 
salaries would be fairly related to each other; that is, the 
_ government would not be imposing a freeze — as has 
always happened in the past — at a time when some 
industries have unfairly leapfrogged to the head of the ` 
wages queue. 


Massive difficulties, 


Up to a few weeks ago, I think it is fair to say that most 
experts on job evaluation would have agreed that national 
job evaluation was, impossible in the foreseeable future. 
There are many problems in the way. We start from a 
basis of many craft unions. Other countries which have 
more extensive industry-wide evaluation systems than 
Britain did at least have the initial advantage of industrial 


unions. 


Individual unions in the UK have found it to their 
advantage to negotiate directly with employers,’ and 
indirectly with the government; success as a union leader 
is largely measured by leapfrogging achievements. The 
TUC is weak, and employers are not all that noticeably 
united. Most important of all, there are massive practical 
difficulties in the way of a national evaluation system. A 
few are given below: 


(a) Ability to pay varies from firm to firm, and’ from region 
to region, even where the job.is almost identical 

(6) It seems highly unlikely that a single evaluation system 
could be devised to cover all workers, or.even key workers, 
in a wide range of industries. Considerable difficulties 
are found in devising a single system, even within one 
firm, to cover both staff and shop-floor workers. ‘The 
factors, and the relationships _ between them expressed 
in the total number of points for each factor, vary so 
widely from firm to firm, and from industry to industry 

(c) A vast amount of time would be required to install national 
job evaluation, and it would cost a great deal of money 

(d) Some jobs change quite rapidly for technological reasons, 

` and disputes about reassessment might lead to DE ; 
and 

(e) The labour Sage position would inevitably give rise 
to local anomalies and problems. 


In the light of the present economic crisis, these difficul- 

ties in the way of national job evaluation have not gone away ; 

y'comparison with 

_the problems that face us if a fairer method of SES EE 
‘wage differentials is not agreed, 

- Possibly natiotial job evaluation. would have to be com- 
bined with statutory. minima and maxima for wages and 
salaries, in order to convince everyone in the country that 
a genuine attempt was being made to give a fairer dis- 
tribution of earned income. © - 
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HIS week ‘Finance and Commerce’ 

looks at the distributing side of the 
motor industry following the recent 
comment from Lord Stokes on the manu- 
facturing side (The Accountant, March 
yth). The reprint comes from the ac- 
counts of Henlys Ltd, a major British 
Leyland distributor. > 

But before getting on to the Henlys 
subject it is worth pausing to reconsider 
Lord Stokes’ comments, in presenting 
the British Leyland accounts, on the 
subject of the stock market rating of the 
company’s shares. At the subsequent 
annual meeting Lord Stokes had to admit 
to considerable losses by British Leyland 
in the first half of the year, and further 
had to admit that it would take six months 
of full production to make the profits 
good. It would be interesting to know 
how Lord Stokes would manufacture a 
better price for British Leyland shares 
out of that situation, let alone the 
worsening position which followed the 
Budget. 

British Leyland’s problems are even- 
tually Henlys’ problems, since lost 
production by the car manufacturer means 
shortage of cars for the distributor. 
Shortages were a problem for Henlys 
towards the latter part of the 1972-73 
financial year which, despite the fact that 
the ‘Year at a Glance’ opposite the 
chairman’s statement in the report shows 
pre-tax profits at £3,091,000 against 
£2,916,000, showed results under the 
1971—72 level. 


‘Exceptional element 


Almost directly opposite the higher 
profit figure stated in the ‘Year at a 
Glance’, Mr G. R. Chandler, the 
chairman and managing director, com- 
ments: “The results for the financial year 
ended September 30th, 1973, although 
close to the record profits achieved for 
the preceding year, were still less than 
might have been anticipated had trading 
for the second six months followed the 
trend indicated by the'interim figures.’ 
The apparent contradiction between 
figures and text is that in the £3,091,000 
pre-tax profits there is an exceptional 
element of £202,000 turning on disposal 
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‘Shortage of Cars and 
Sales for Henlys 


of properties and a changed depreciation 
basis. The change to a straight line basis 
from a reducing balance method is 
recorded in the Statement of Accounting 
Policies, although there is no cross 
reference in the notes and no other 
reference to the change in the directors’ 
report. 

The auditors, in their report, comment 
on the point that no depreciation has been 
provided since October Ist, 1971, on 
freehold or long leasehold properties 
which are shown in the accounts at 1969 
valuation. In their report with the 1971-72 
accounts, the directors said they con- 
sidered that market values were then some 
£2 million above the 1969 level. Market 
value of short leasehold properties was 
then considered some £500,000 above 
book value. 


Revaluation deferred 


In the latest report the directors state 
that a further professional valuation of 
properties has been considered but ‘in 
view of the uncertainty of the property 
market generally it has been decided to 
defer such a’ valuation until the latter 
part of the year when it is anticipated 
that conditions will become more settled 
and market values can be more precisely 
assessed’, The directors consider, how- 
ever, that the increase in net values is not 
less than the amounts stated the previous 
year. 

Under the heading of ‘Property’ in his 
statement, the chairman comments that 
the board ‘is constantly seeking to improve 
asset utilisation, its policy being to dispose 
of properties where appropriate and where 
values have escalated to the point where 
they can no longer be supported by 
trading operations. In these situations, 
trading interests are relocated in leased 
premises at economic rents’. 

In commenting. on the comparatively 
modest increase in group borrowing costs 
in a period of abnormal rises in interest 
rates, the chairman comments on ‘the 
benefit derived from the board’s property 
rationalisation programme now largely 
completed’. That, coupled with lower 
average stocking demands arising from 
the poor supply situation, meant. the 


group ‘did not have to make full use of its 
excellent borrowing facilities’. 

Interest rates, however, did not take 
off until the final two months of the 
financial year as a glance at our ‘Rates and 
Prices’ Minimum Lending Rate table 
shows. 


UK registrations 


Reading the Henlys report one is liable 
to lose sight of the fact that the accounting ` 
date is September 30th. The chairman’s 
reference to abncrmal rises in .interest 
rates when abnormality did not develop 
until well into the first quarter of the 
company’s current year is one item, and 
another is that the chairman’s review of 
the car industry refers to the calendar 
year 1973 and not to the company’s 
operating year. 

In 1973, total UK new car registrations 
at 1,660,000 were some 20,000 up on 
1972, but whereas registrations of UK 
built cars dropped 50,000, those of im- 
ported cars rose 70,000. This year, so far, 
that trend has not developed any further 
and, indeed, seems to have been checked. 
Against that, 1974 new car registrations, 
according to manufacturers’ estimates, 
may be down to only 1,200,000 at best. 

Higher petrol prices have altered the 
pattern of the car market with a swing 
towards lower engine capacity vehicles — 
‘regardless’, as Mr Chandler says, ‘of the 
ability of many people to buy the bigger 
models’. The greater part of Henlys’ 
sales is in ‘the economy class of vehicle’, 
but in the used car market which is vital 
to the new car market ‘there has been 
higher than normal depreciation in the 
value of high capacity cars’, although the 
effect on the group so far has been 
cushioned by a ‘highly selective marketing 
policy’. 


Car hire 


Long-term contract hire is an important 
part of Henlys’ business — the glossy 
colour frontispiece to the report features 
‘Henlys Luxury Car Rental’ ~ but profits 
have been affected by a decline in the 
residual values of. vehicles returned ex- 
hire compared with the high levels of the 


` 
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preceding year. This, the” ‘chairman 


comments, is reflected in the net depre- . 


ciation charge which is stated after 
-profits on disposals of hire vehicles. 
Self-drive hire, service operations, 
petrol and oil sales, as well as parts and 
accessories, are other ‘car’ sides of the 
Henlys operations. There is also a con- 


struction machinery distributing division ` 


and, inevitdbly, some property develop- 
ment. 


Exporting is negligible, but there is an ` 


overseas operation in France which is 
posing problems. The geographical analy- 


* sis of turnover and trading profit for 1973 


shows UK profits of £3,788,000 on 
turnover of £118.8 million with a loss of 
£67,000 in France on turnover of £1.7 
million. In 1971~72 there was a French 
loss of £53,000 on turnover of {1.4 
million against a UK profit of £3,522,000 
on £108.2 million. >- 

In France there are operations in 
Toulouse and Bordeaux and the loss is 


- wholly attributable to Toulouse. Unless 


‘there are very early signs of improvement 
_ there, the premises will be closed down. 


Main shareholder . 
The biggest single shareholder in Henlys 
is Brown Brothers & Albany,. the car 
` parts and electric goods factors and tyre 
dealers, whose acquisition of 25-2 per cent 
of the Henlys equity was notified to the 
board last November when the Henlys 
“share price was near 200p. The holding 
gave rise to bid speculation, -although at 
the time the board of Brown Brothers. & 
Albany considered 


mercial co-operation’ and that the Henlys 


board would ‘consider ‘whether discus- ` 


sions to investigate this would serve a 
‘useful purpose’. ` 

Mr Chandler now reports that as 
Brown Brothers are major car and com- 
‘mercial vehicle users, ‘consideration is 
currently being given as to how Henlys 


their transport requirements’. Henlys 
have for many years had trading links 
with Brown Brothers, mainly in the 
supply of garage equipment. 


Meanwhile, Brown Brothers & Albany’ s` 


252 per cent stake is looking expensive 
with the price of Henlys’ shares now 
around 8op. 





Ground Rules Changing? ` 
HERE is more to the fall in stock- 
market values than doubts about 

future levels of industrial earnings and’ 


economic activity. There are more basic ` 


doubts ban that, and they are beginning to 
be voiced in statements by’ the chairmen 
of H investment trust companies. ` 

MrJ. A 


‘there would be ` 
advantages to, both companies in com-, 


, can substantially increase its share of. 


FL Binney, chairman of The i 
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"1 TRADING PROFIT BEFORE INTEREST 


“ACCOUNTANT « a = 
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“HENLYS LIMITED D SUBSIDIARY ‘COMPANIES 


“Trading profit before interest i is stated? 
£000 
{a} after exceptional credits of: 3 
Profits on disposal of properties including £96,000 surplus on revaluation now 
realised (note 15) 125 
Surplus arising on change of basis of depreciation of plant, machinery, furniture . 
and equipment (note 7) -77 
7 ‘202 
(b) after charging: 
Depreciation after deducting surplus on disposals £133,000 (1972 £180, 000) 801 
Auditors’ remuneration and expenses 65 
Directors’ emoluments (note 6) 
As directors 1: 
For management 131 
"ua, 
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. 126 


127 





In addition, payments totalling £29, 625 (1972 £28 ,000) were made to six (1 972 five) former directors who 


-are employed as consultants. 











The deferred taxation charge of £653,000 includes an exceptional charge of £11 6,000 reflecting the effect 


of the change in the assumed rate of corporation tax on provisions mada i in previous years. 


4 DIVIDENDS g # 1973 
These comprise: £000 
Preference shares 
per share 5.26p (equivalent with tax credit to 7. 5p) D 972 7.5p gross) 10 
Ordinary'shares ` ` $ 
Interim per share 1.75p (equivalent with tax credit to 2,5p) (1972 2.5p Ge 180 
Final per share 3.0933p (1972 2.863p) (equivalent with tax credit to 4. Ai 9p) 
(1972 4.09p) 337. 
» 527 


5 EARNINGS PER ORDINARY SHARE 
The calculation of earnings per ordinary share is based on profits afters tax ahd preference dividends 


: 1973 
2 INTEREST £000 £000 
` This comprises interest payable on: y 
Bank overdrafts and loans 238 198 
Loans whoily repayable within five years _ 9 
Other loans 115 69 
Loan stock—Henlys Limited -33 33 
Mortgage debenture stock—Hehlys Limited 205 205 
Mortgage debenture stock of a subsidiary ` 39 39 
oan , 553 
3 TAXATION. 1973 1972 
This comprises: d £000 £000 
United Kingdom corporation tax based on the profits for the year at the R SR 
rate of 45 per cent. (1972 40 per cent.) 921 1,157 
Deferred taxation (see below and note 20) 653 -91 
Taxation provisions of prior years no longer required - (30) (38) 
i 1,544 - 1,210 


1972 ` 


£000 





(£1,537,000) (1972 £1,692,000) and the weighted average number of shares in issue during the year 


(10,312,087) {1972 10,090,734) 





6 DIRECTORS’ EMOLUMENTS 
Particulars of, Directors’ empluments in accordance with sections 6 and 7 of the 


Companies Act 1967 are as follows: 1973 
Emoluments of the Chairman £35,000. 
Number of other Directors whose total emoluments were within the range: eeng 
Nil to £2,500 1 
S ; £7,501 to £10,000 1- 
‘ £15,001 to £17,500 2 
Poo £17,501 to £20,000 ` 1 
£25,001 to £27,500 4 
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Motor 
Vehicles 


£000 


e d 


1972 


Freehold 
£000 
4,554 
_ 1,302 


5,856 | 
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Hire Fleet 
£000 


Long 
Leasehold 


£000 


445 
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16,327 
_ 1,048 
2,809 

(1,792) 
36 


17,428 


3,457 
73 
KO 
934 
(768) 
11 


3,630 





13,798 


Short 
Leasehold 


£000 
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HENLYS LIMITED & SUBSIDIARY COM PANIES 
. , NOTES ON ACCOUNTS (continued) , 
7 FIXED ASSETS i f Plant, 
A Long - Short Machinery, 
The movements in fixed assets are as follows :— _ Freehold - Leasehold Leasehold Tools, Furniture 
` Land and Land and Land and and Office 
P Buildings — Buildings Buildings Equipment 
The Company £000 £090 £000 £000 
Cost or Valuation i S 
Balance at 1st October, 1972 5,856 447 66 635 
‘ Reclassifications 337, (337) , — — 
Additions 280 — S 9 ` 161 
Disposals > — — = R (1) 
Inter company transfers _ _ — 135 
Balance at 30th September, 1973 6,473 110 75 930 
Accumulated Depreciation 
Balance at 1st October, 1972 158 13 6 451 
Reclassifications 10 (10) — — 
Change in basis — _ _ (66): 
i Charge for year _ _ 3 79 ' 
Disposals — — — — 
. Inter company transfers i — — za 109 
Balance at 30th September, 1973 168 g 3 9 573 
Net Book Value 30th September, 1973 6,305 107 66 357 
« The Group 
Cost or Valuation 
Balance at 1st October, 1972 8,281 1,364 197 2,388 
Companies acquired 477° 468 10 96 
Reclassifications 337 (337) — — 
: Additions 289 172 20 i 306 
f Disposals (352) (20) mg (34) 
Exchange rate adjustments - — 6 — 30 
Balance at 30th September, 1973 9,032 1,643 227 2,786 
Accumulated Depreciation ` 
. Balance at tst October, 1972 282 33 84 1,723 
Companies acquired _ — 5 64 
Reclassifications 10 (10) — D 
Change In basis: (Note 1) — _ — (77) 
Charge for year — — 42 200 
Disposals (70) _ — (23) 
i _ Exchange rate adjustments | _ = = 11 
`” Balance at 30th September, 1973 222 23 101 1,898 
Net Book Value 30th September, 1973 8,810 1,620 126 F 888 
ee 
8 FREEHOLD AND LEASEHOLD LANC AND BUILDINGS 
The analysis of freehold and leasehold land ard buildings shown at cost or valuationis as follows: 
7 4 1973 ei 
Freehold Long Short 
N Leasehold Leasshold 
eel a We 3 "ong “£000 . £000 
The Company 
at valuation 1969 - 4,889 110 30 
at cost ' 1,584 - 45 
6,473 110 75 
The Group 
at valuation 1973 477 458 10 
_ ‘at valuation 1971 352 — — 
` -at valuation 1989, s 6,577 635 30 
Anad 7) i 7,406 1,093 40 
at cost 1,626 550 187 
e R 9,032 1,643 227 
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April 18th, 1979. ACCOUNTANT: ie BE 
A G EE’ e $ , fr This new Gees Study Book will ieis students to pass’ 
examinations.but also offers much more. It can be used 
revision. In management studies the very interpretation 
of questions is often a stumbling-block. The book will 
remove this by training its readers to identify and tackle 
, problems. Its chapters on management, organization, 


the manager, objectives, human relations, development . 
and production, marketing and distribution, control, 


.management techniques and communication provide a. ` 
f map of the field of management studies. ‘ 


STU DY B O Ol K for reference and it will be a first-class standby during 





Professional institution and university examination A: 
schemes include management studies under one or 
other of a number of titles. They include the Institute of 


an =. Cost and Management Accountants, the Institute of 
tu li e S $ ` Chartered Secretaries and Administrators, the, Associa- 
tion of Certified Accountants, the Institution of Works 
Managers, the Chartered Insurance Institute, the . 
Engineering Institutions and of course the Diploma in 


- ||. Management Studies. offered at many Polytechnics ` 
d i 2 d Coll . The book gives i bl i 

EXAM l N ATI O N QU ESTI O N S a De studying for one of these courses. ST 

AND SUGGESTED ANSWERS £225 net. £241 by post U.K. ` 


£258 overseas 


by C. S. Deverell, M.A., B.Sc.(Econ.), B.Com. | GEE & CO (Publishers) LIMITED 
KCL S., A.M.B.I. M. WM 151 STRAND, LONDON WC2R 13) 


Publishers of The Accountant 


For 100 years we have published bı books for the 
. Accountancy Profession, especially Textbooks for Students. 
Our experience is-at yom disposal — let us s help you. 


THE LARGEST SELECTION OF 


ACCOUNTANCY AND. MANAGEMENT PUBLICATIONS 


IN LONDO N 
Orders by post dispatched to Si I parts of the world 


THE CITY LIBRARY 


“GEE &.CO (Publishers) LIMITED. 
151 STRAND, LONDON. WC2R 241 





' Publishers SE Gang e k E R Telephone 01-836 0832, 
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Now,biggerstarting — 
pensions for your ` ` 
Self-employed clients. 


An even bigger reason to recommend Time Assurance 


Your self-employed clients can now he could take a tax-free lump sum of £7,440 and an 

receive an even bigger starting pension with annual pension of £2,480. 

a Time Assurance Personal Pension Bond. Fixed or rising pensions SS 

And if they wish, can commute part of this As well as our new fixed pensions we are continuing to 
` P offer pensions that rise each year after retirement with 

aoe Go a substantial Jump sum on bonus additions. Your clients do not have to make a 

relirement, choice until just before retirement (this option does of 

J D 
Example course apply to existing policy-holders). 


Tax relief ; 
Tax relief is available on every penny saved for retirement, 
because premiums come off the top of earnings reducing 


A man aged 40 next birthday, saving £300 
annually for a Pension Bond, can now receive an 










increased pension of £3,341 on retirement and taxable income. This means that, for basic rate taxpayers 
continue receiving this sum annually for life. Or a premium of £100 would cost just £70. And higher rate 
COREE S Fre em taxpayers could claim as much as £75 tax relief for every ` 
Amount of pension (to nearest Ê) for men retiring at 65 payinga Ẹ £100 saved. 


premium of £100 a year from different ages of entry including 


estimated bonuses based upon current rates. Benefits for your clients and you 


Bigger starting pensions—plus tax relief and many other 
benefits for your clients—and a realistic commission for 
you. This is what it means when you recommend Time 













Pension at age 65 Cash option at age 65 







































Total Pension Adjusted Assurance Personal Pension Bonds, Return the coupon 
Age net | Guaranteed} 2t 65 with ope ee, ot D now for details and a full set of rates for men and women 
birthday Basic estimated Tax-Free | Pension at tall , ` 
at entry Pension bonus— Cash Sum age 65— at all ages. 
payable payable mp pm emm ONA SE CR em et DH IER eeng pn pm 
for life for life E 
TO: TIME ASSURANCE SOCIETY 










































































117 197 439 
103 167- 373 



















89 -140 312 ` NAME OF BANKERS. EN Séier j 
76 115 256 g : ; e 
63 92 205 ADDRESS dee e a aay 


` 


If you select age 65 as your retirement age then the figure shown in 

column 3 is the pansion which will commence on your 65th birthday. 

The figures in the final 2 columns show the tax-free lump sum and revised 

pension at present rates, if you choose to commute part of your narmal 
Ge pension for cash. z 


E E E ; 

E ee Re Se l 56 Moorgate, London EC2. Tel. 01-628 7546/7. l 
780 SE a EE i Manchester Office: 12a Piccadilly, Manchester 1. 

69 230 . 061- - 
585 | 1658 | 3692 | 1230 | Telephone: 061-624 7299/061-624 9955. | 
so 1025 2263 zi , | Scottish Office: 6 York Place, Edinburgh 1. Tel: 031-556 3895. I 
361 863 1922 640 i Please register me/us as Agent(s) of Time Assurance Society, l 
338 789 1758 586 and send a supply of Pension Bond literature. 
SL 5 720 1603 534 | TA/18/4/74 j 
655 1458 486 

273 594 1323 aa l NAME I 
553 Se ee a6 sect nnn insist 
234 483 1076 358 | . BLOCK CAPITALS, PLEASE | 
216 _ 433 964 321 ADDRESS ssecessscscscatett ach er cae aia e aAA Aa a A e 
198 386 860 286 l i 
181 343 763 l i 
ei 302 s3 d 2a E E 

` 148 264 589 : i 
132 229 511 AY DATE ESTABLISHED. d 
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LTHOUGH it is now more pre- 

pared to hold on to good news 
than to dwell on bad, the stock- 
market has to admit its rallying limits. 
All the time that dividend ‘limitation 
persists, equities are tied, in rallying 
terms, to the extent to which the gilt- 
edged market can improve. 

Admittedly the three-day week 
period in industry proved far less 
traumatic than it was expected to be. 
As a result, the much-forecast 
liquidity crisis is unlikely to prove as 
drastic as many feared and expected 
it to be. 

Profit figures coming out of 1973 
in the high season of company 
reporting are generally good; and 
projected profits for 1974, where com- 
pany chairmen feel inclined to fore- 
cast at all, are not entirely bearish. 
In fact, there seem to be more 
chairmen prepared to forecast growth 
in 1974 than there are inclined to 
forecast recession. 

There is a nice balance between the 
effect of inflation on prices and the 
effect on costs of a possible decline 
in raw material values. Taking one 
against the other, 1974 may not turn 
out to be the disaster that was so 
fervently forecast early in the year. 

But granting all that, the fact remains 
that dividend increases are limited to 
5 per cent and the equity market 
is now far more conscious of yield 
than it is of earnings. On that basis it 
is the course of the gilt-edged market 
that matters. 


COMMODITIES 


There is a growing view that com- 
modity prices are now off the peak, 
and that, if world economies move 
into the forecast state of recession, 
prices could well fall further. This is 
particularly so in edible oils, fats and 
cereals, although in cereals much 
must depend on 1974 harvests; but 
major.users of these commodities are 
now prepared to run down stocks on 
the prospect of replenishing at more 
advantageous prices. 

lf raw material costs do fall in this 
way, food producers will be better 
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placed to absorb rising costs else- 
where in terms of wages and services. 
Whether metal prices will follow in 
the wake of commodity prices is still a 


- matter of conjecture; but people who 


are optimistic about lower commodity 
prices are inclined to take a similar 
view on metals — although the timing 
of any worth-while reduction is put 
towards the end of the year. 

With inflation likely to run nearer 
20 than 15 per cent this year, any 
easement of the pressure of rising 
costs will be welcomed. 


CHEAPER MONEY 


Reduction in base rates by half a point 
by the banks was naturally much to be 
welcomed; but it immediately threw 
up the question of just how far interest 
rates in the money market can come 
down before the defences of sterling 
are breached. 

Base rates were reduced here 24 


497 


hours after- prime rates had been 
raised in New York, and the effect 
on sterling was immediate and severe. 
Bank base rates at 12 per cent are 
relatively cheap money now, and if 
rates were to be reduced below that 
level soon—as hope rather than cir- 
cumstance predicts — it is difficult to 
see any further reduction for some 
considerable time. The immediate test- 
ing of the new conditions by an 11 per 
cent short-dated ‘tap’ stock will be 
closely watched for any indication 
that the institutions are prepared to 
go any ‘longer’ in the gilt-edged market 
than they have been of late. The classic 
question in the gilt-edged market is 
“Would you buy War Loan?’ 

For the first time in many moons, 
the answer to that question might be 
an extremely guarded and hedged- 
about affirmative. The answer to the 
supplementary question of ‘How long 
would you expect to hold it?’ needs 
an even greater degree of qualification. 


Rates and Prices 
Closing prices, Tuesday, April 16th, 1974 


Bank of England Minimum Lending Rate 


July 20,1973 .. 9 % Jan.4,1974 ..123% 
July 27,1973 ..112% Feb.1,1974 ..123% 
Oct.19,1973 ..114% Aprii5,1974° ..121% 
Nov. 13,1973 ..13 % April11,1974 ..12 % 


Finance House Base Rate 
April 1st, 1974. 154% 


FT Industrial Ordinary Index 


Money Rates 


Daytoday .. 103-12 % Bank Bills 

7 days . 105-12 % 2months 133-133% 

Fine Trade Bills 3months 138-132% 
1month .. 14 —134% 4months 134—133% 
2months .. 133-134% 6months 133-13 % 
3months .. 134-135% 


Three Months’ Rates 
Local authority deposits .. 
Local authority bonds 
Sterling deposit certificates 


13% -133% 
133 -134% 
1314-131% 


- April 16th, 1974. 289-1 Euro-sterling deposits... . 18 -181% 
Euro-dollar deposits 103 -103% 
Treasury Bills Foreign Exchanges 
Feb.8 .. £11:9649% Mar.15.. £11-9124% New York.. 2:3570 Frankfurt .. 6:0400 
Feb.15 .. £11-9110% Mar.22.. £11-9649% Montreal .. 2-2845 Milan . 1509-50 
Feb,22 .. £11:8171% Mar.29.. £11-9815% Amsterdam 6-3875 Oslo 13-1300 
Mar.1 .. £11-9290% April5 .. £11-6518% Brussels .. 93-2250 Paris 11-5925 
Mar.8 .. £11°9461% April11.. £11-4688% Copenhagen 14-4575 Zürich 7:2275 
Gilt-edged = 
Consols 4% .. ss ge SS .- 273 Treasury 9% 1994 .. Se a . 64 
Consols 24%.. E a a de 172 Treasury 85% 84-86 Vë ob .. 724 
Conversion 34% .. SC SÉ SS 243 Treasury 84% 87-90 653 
Conversion 5£% 1974 982 Treasury 64% 1976 89% 
Funding 34% 99-04 283 Treasury 33% 77—80 674 
Funding 54% 78-80 71% Treasury 33% 79-81 Aa ‘ia .. 644 
Funding 53% 82-84 623 Treasury 5% 86-89 Se Së dë 
Funding 54% 87-91 Kä Be d 483 Treasury 54% 08-12 Zo E 28 
Funding 6% 1993 .. Lë ec Sé 47% Treasury 24% S y VI , 17} 
Funding 63% 85-87 ver. pote . 58% Victory 4% .. 954 
Savings 3% 65-75 .. Sé deg pays 92:8; War Loan 34%. 253 
Retail Price Index (Jan. 1962==-100) 
: Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 
1971 --147°0 147-8 149-0 152-2 153:2 154:3 1552 155-3 155-5 156-4 157-3 158-1 
“1972 “159-0 159-8 160-3 161-8. 162-6 163-7°164-2 (165-5 166-4 168-7 1693 170:2 
1973 .- 171-3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 181:8 185-4 186-8 188-2 
1974 ` -491-8 195-1 R ` SE : 
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í Corporation Tax i in the EEC 


e IFA’ s International Symposium 


ISTINGUISHED speakers from. 


France, Germany, the Netherlands 
and the UK assembled in London last 
week under the chairmanship of Mr Alun 
Davies, Chairman of the British Branch 
of the International Fiscal Association, to 
debate the future patterns of corporation 
tax in the EEC. It was perhaps un- 


fortunate in the interests of complete . 


coverage, said Mr Davies, that zhe time 
factor had not allowed the iriclasion of 
, Italians, Belgians, Luxembourgers, Irish 
and Danes as well! 

‘Britain’s new Chancellor of the Ex- 
chequer had declared himself nct averse 
to changing the structure of corporation 
tax. Before 1965, the U.K. had had an 
informal ‘imputation’ system in effect; 
this had changed to the ‘classicaP system 
in 1965, and to partial imputation in 1973; 


‘and heaven knows what one may expect. 


if the present Chancellor’s fundamental 


review promised in his second Budget | 


. covers the corporation tax field’. 


Developments in France 


Harmonization, it was suggested by 
M Jean-Claude Samarin (Price Water- 
house & Co, France), was a concept more 
readily understood than defined. At 
present, he saw little evidence of agree- 
ment on which corporation tax principles, 
practices and objectives shculd be 
harmonized. 
"He traced the development of corpora- 
tion tax in France, which he said now 
accounted for about 124- per cent of 
governmental taxation. ‘The first separate 
corporation tax had been enacted in 
. France in 1948, and lad involved a 
transition from the concept of taxing a 
company and its shareholders as a single 
- entity to that of separate taxable entities. 
This distinction had to some extent been 
etoded by introduction of the tax credit 
as part of the ‘imputation’ system in 1965 
(at the same time as the UK had origin- 
ally opted for the ‘classical’ system). 
France had also considered the ‘split-rate’ 
system, but decided against it. 
- French companies for many years had 
tended to be closely held, financing their 
expansion from retained earnings. The 
system of tax credits avoided the double 
taxation of dividends, encouraging pros- 
‘ pective investors and thus making it 


easier for companies to teg external . 


financing.. 
` Withholding taxes were not a signifi- 


cant Sue of the French tax system, and 
for the most part had been reduced or 
eliminated by tax treaties. At the same 
time, France had traditionally maintained 
a protectionist attitude towards foreign 
investment, and he thought it ‘highly 
unlikely? that any legislation would be 
enacted to encourage further foreign 
investment in France. 

Though France had not hitherto taken 
many active measures to harmonize its 
corporation tax law with that of ‘other 
EEC member states, some of these had 
been adopting French concepts. Britain 
now had an imputation system of cor- 
poration tax, and Germany might follow 
suit in the near future. 


Where i income arises 


M Samarin was- followed by a UK 


accountant, Mr K: S. Carmichael, F.C.A., 
who reminded his audience that the 
Inland Revenue in the UK had long been 


wedded to the concept of taxing income’ 


at the source where it first arises. ‘While 
income remains in a company, corpora- 
tion tax’ only is charged; an additional 


burden is levied if it is sought to with- 


draw income or assets from the company. 
Unless this principle is borne in mind, it 


‘is difficult to appreciate the nature and 
-form of the imputation system of taxing - 
_ companies in the UK.’ 


_ UK. tax ‘was levied on companies 
resident and controlled in the UK, and 
since the Second World War the thoughts 
of politicians and the Revenue had been 
directed to preventing the movement of 
assets outside the jurisdiction of the UK 


_tax authorities. Mr Carmichael referred 


briefly in this context to the effects of 
sections 478 and 482 of the Taxes Act 
1970, and added: ‘Within EEC, sections 
478 and 482 must go’. The Inland 
Revenue would also have to abandon the 
idea that a close company was ‘un- 
healthy’. 

If there were to be harmonization of 
corporation tax in Europe, agreement 
must first be reached on a number of 
matters, including methods of valuing 


stock-in-trade; distinctions between capi- 
tal and revenue; the place in which profits 
arise; allowance or disallowance of enter- 


tainment and other expenses; and adop- 
tion of the ‘true ‘and fair’ criterion in the 
preparation of accounts. While expressing 


.'no opinion on national accounting stan- 
he found it undeniable that: 


dards, 


! 
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accountants brought up in ` different 
countries also tended: to have different ` 
ideas on ‘what is profit?’ 

Corporation tax in the Netherlands had 
first been imposed during the German 
occupation in 1942, and followed.German 
ideas to a large extent. In 1958 a Bill had 
been proposed which would have imposed 
a dual-rate- system in place of the 1942 
ordinance, but this proposal was aban- 
doned in 196 5 and had not seriously been 
revived since. The Netherlands combina- 
tion of corporation and income’ taxes, 
according to Mr J. van Hoorn, Jun., was 
based on the ‘classical’ system, though 
with certain exceptions in its application 
to corporate shareholders, 


‘ Good practice d ~ 


The Netherlands recognized’ the con- 


-cept of ‘good business practice’ in the 


keeping of accounts, and its tax system in 
general was more favourable than those of 
some other countries. As a particular 


. instance, losses incurred in the first six 


years of a business could be carried 
forward indefinitely; outside the start-up 
period, losses could be carried back one 
year or forward for up to six years. There 
had been cases, he suggested, of com- . 
panies paying substantial dividends and. 
no tax for up to 20 years! . 

The Netherlands administration and 
business community were still in favour 


of the classical as opposed to the imputa- 


tion system of corporation tax. Among 
their objections to the imputation system 
were that it would do nothing to encourage | 
equity investment; it was complicated in 
its domestic application; and it created 


difficulties across national borders, par- 


ticularly as applied to pornos share- 


holders. 


German ideas | 


Germany, represented on this occasion 
by Herr Helmut Becker (Deloitte, 
Haskins and Sells, Düsseldorf) has 
perhaps a longer experience ‘of corpora- 
tion tax than some other Continental 
jurisdictions, the first such impost having 
been introduced (at 4 per cent) by -the 


State of Prussia in 1851. National cor- _ 


poration taxes had been in force since 
1920, on the classical model and based on 
rules for the determination of profit 
which were very similar to those for ` 
income tax. 

Certain tax privileges were available 
to 25 and 50 per cent company holdings, 
provided that both corporations were 
resident in ‘Germany. Dividends received 
from foreign subsidiaries might also be 
tax-exempt in Germany under the terms 
of individual tax treaties. | 

For the future, it was doubtful-when 
or if the present classical system would be , 
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- changed. There was some political sup- ` 


port for an imputation system, and the 
Government had. proposed such a system 
with split rates of 56. and 36 per cent on 
undistributed and distributed - profits 
respectively. Herr Becker amplified his 
paper by distributing a series ‘of pro 
forma examples of ‘the distribution and 
taxation ‘of profits on alternative bases. . 


EEC policy e 
Finally, Mr van. Hoorn returned in a new 
capacity, to present a paper on ‘Develop- 


ments of EEC policy on corporate taxa- ` 


tion’. Corporate taxation; he said, had 
become an important feature of EEC 
discussions on harmonization, and he 
traced the history of EEC Commission 
policy over the post ro to 15 years. 
Direct taxes on businesses were not 
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mentioned 3 in the EEC Decay of 1957, 


. but thé Fiscal and Financial Committee 


set up under the. provisions of article 
99 had not confined itself to indirect 
taxes. Initially this‘committee had been 
disposed to recommend a dual rate 
system, though in fact no member state 
attempted to follow this apart from the 


abortive Dutch experience in 1959. The. 


1970 report of Professor A. J. van den 
Tempel, former chairman of the OECD 
Fiscal Committee, had favoured the 
classical system, and opposed imputation 


- because of its negative effect on the free. 


flow of capital. 
Arguments against the imputation 
system had, however, lost some of their 


force, due to the allowance by Britain and: 
‘France of imputation credits to other ` 


countries covered by the terms of tax 
treaties,’ whether or ‘not these were 


ae. 


D 


members of EEC. Problems which: re- 


mained to be solved in this context were 
those of corporate shareholdets, and of ` 


resident shareholders in foreign com- 


panies. 

Withholding taxes in particular tended . 
to hamper the free flow of capital, and it ' 
should be possible to abolish such taxes . 
within the EEC altogether. If corporation `. 
tax systems were to be harmonized, rules > 
on the tax base should not be too different ` 
— the rates of tax were already closely 
approaching one another. 

Among his acknowledgements, Mr 
Davies -particularly thanked the overseas 
speakers for delivering their contribu- 
tions in English. It had greatly enhanced 
the value of the seminar, be said, that ` 
‘original wisdom had not been distilled 
through the filter of an interpreter’s mind’ ` 
- however goo% the translation might be. wc? 


transferred to that company. Delay then occurred but ultimately: 
the arrangements were completed in 1971; and on October 18th ` 
of that year Clarke Chapman delivered to the Revenue a state- 
ment of loan ‘capital. made pursuant to section BO of the ` 
- Finance Act 1899.in respect of the new loan stock involved i in the 





mo l er y 


that the Geet bad e Gasen on the terms “patel and 
- that the assurance would commence as soon as receipt of the 
first premium had been acknowledged by the issue of the 
society’s official receipt form. The deceased paid the first 
premium on January 4th, 1963, and signed another letter of 
request, the terms-of which differed only slightly from those of 
‘the earlier letter. The deceased died on. January 31st, 1963, 
and the policy was issued on April 1st, 1963. It was agreed 
that the question of issue bad. o be decided on the basis that 
the payment of the premium on January 4th, 1963, concluded 


the contract of life assurance between the deceased and the . 


society in the terms of the proposal form, the earlier letter 
of request and the society’s lezter of acceptance of December 
"31st, 1962. 


It was contended for the trustee that pursuant to section 4 


of the Finahce Act 1894, tke assurance policy should be 
assessed as an estate by itself, and not aggregated with the 
` other property passing on the deceased’s death. 

It was argued that at all times and in all conceivable circum- 


stances there was another person entitled to the benefit of the - 


- assurance contract to the exclusion of the ‘deceased; and that 
there had been a vesting subject to defeasance in the deceased’s 
widow or her estate from the ‘date of the institution of the trust 
set up under the assurance contract. It was maintained that the 
decision in the case of Hicks’ Trustees v. Lord Advocate was 
-wrong, and that it should be reconsidered by a larger Court. 

It was contended for the Revenue that the destination in 
` the contract to the deceased’s wife meant that-the proceeds of 
the assurance contract would belong to the deceased if be 
survived the three named ' beneficiaries, and that thus the 
“deceased had a contingent interest in the assurance contract, 
- and it could not be maintained that he never had an interest in 

it. 


- Held: the Revenue’s contenzion was correct. 


Kerr’s Trustees v. Lord Advocate . 
In the Court of Session — January 31st, 1974 
, (Before Lord Kıssen, Lord Fraser and Lord Err 


Estate duty - Life assurance bolicies — Instructions to advisers 
to hold policies for benefit of the. grand-nieces and grand-nephews 
- Proposal and declaration form signed by deceased — Whether 
sufficient intimation given to beneficiaries — Whether constructive 
delivery — Married Women’s Policies of Assurance Sr 
Act 1880 — Finance Act 1894, section 4. 


‘The deceased, then: aged about 84 and unmarried, discussed 
` with her accountant in 1963 suggestions for, mitigating estate 
duty. It was decided that nine life assurance policies should be 
taken out with the Scottish Provident Institution by the 
deceased on her own life, and the deceased was to be the only 
trustee. On September 17th. 1963, the deceased instructed 
her solicitors that she intended that her nine grand-nieces 
and grand-nephews were to have the sole benefit of these 
policies, and the solicitors were to-hold the policies for their 
sole benefit. 
. On September 24th; ep the deceased signed a proposal 
` and declaration form and also a letter of request. The first 
. premium was paid on September 26th, 1963,-and_ the 
policies were delivered, and remained in ‘the hands of the 
solicitors until after the deceased’s death ‘on March ‘roth, 
1965.'The letter of request stated that the deceased intended 
` that the nine policies should be held upon an irrevocable trust 
for the benefit of the grand-nieces and grand-nephews; -and 
that in - no ‘circumstances should. she be entitled to any 
personal benefit thereunder., 
About May 15th, 1963, the accountant informed the mother 
of six of the ‘beneficiaries that»he had been instructed to 
effect policies for the absolute-benefit of her children and about 
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` August 2oth, BE the deceased herself informed the father ` 


of the other beneficiaries. 

It was contended for the trustees that the whole beneficial 
interest in the policies was ab initio to the entire exclusion of 
any beneficial interest of the deceased and that she never had 
an interest in the policies. This contention was based upon 
the argument that the deceased had intended to set up ir- 
revocable trusts in which she never had any interest; and that . 
the intimations on or about May 15th, 1963 and August zoth, 
1963, as above were sufficient constructive delivery of the policies 
to all the beneficiaries to the samé effect. 

It was contended for the Revenue that as the intimations 
had been made prior to the policies coming into effect and 
prior to the setting-up of the trust, they were not equivalent 
to delivery, and were therefore ineffective; that in any event 
the nature and contents of the intimations were not such as 
to make the trusts irrevocable; and that the intimation of 
May 15th, 1963,. was ineffective because, the person to whom 
it was made was not the appropriate person to receive it. 


Held: the contention of the Revenue was correct. 


Taylor v. Good 

In the Court of Appeal ~ February 22nd, 1974 

(Before Lord Justice Russet, Lord Justice Stamp and Lord 
Justice Orr) 

Income tax — Purchase of house — Not as trade transaction, but 
possibly as a residence — Decision not to live there — Planning per- 
mission sought for development — Whether supervening intention to 
trade — Sale of house — Value of house when appropriated to 
trading — Income Tax Act 1952, section 123 (1), Schedule D, 
Case I, section 526 (1). ; 
On July 13th, 1959, the taxpayer Bart a house in Cheltenham k 
at auction for £5,100. At that time he had not decided what ro: 
do with the house, but had in mind going with his wife to live in ` 
it, if that proved to be feasible. Soon after the auction the tax- 
payer and his wife discussed the possibility of living in the 
house, which they had known for a long time, and which wasa_. 
Regency building, though dilapidated. He also took his bank 
manager to look at the house, and an overdraft to make ¢éomple- 
tion possible was agreed. Later they both saw the inside of the 
house, and the wife soon realized that it was impracticable as a 
residence for themselves, and the taxpayer abandoned the idea 
of living in the house. 

The sale was. completed, and on September 18th, 1959, an 
application for outline planning permission was made, and. 
the Minister gave permission. On November 23rd, 1961, a. 
further application was made, in co-operation with the owner 
of neighbouring land, for outline planning permission for the. 
erection of go dwellings on the whole of the land, and permission. 
was granted in January 1962. During this time the taxpayer 
had not advertised the house for sale, and he had refused offers 
for it; but he was pana offered £54,500, which he 
accepted. ba o 

The taxpayer was assessed to income e tax for EEN under, . 
Case I of Schedule D in the sum of £48,000, based on the 
difference of £49,400 between the two prices. It was contended 
for him that when he bought the house, he had no intention of 
embarking upon a.trading transaction, but had the idea of living 
in it; that it was later that he decided to sell the house; that the 
case was not one of trading. ab initio or of supervening trading ;, 
and that, alternatively, if it was a-case of supervening trading, ` 
the value of the house at that ‘date had not been ascertained. 
It was contended. for the .Reyenue that the case was.one of. ` 
trading an ibitio. The Special Commissioners decided in favour . 
of the Revenue.  . 

Held (reversing the EE of Mr” Justice Megatry): me 
contention. for the taxpayer was SE : 
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Overseas Students’ Problems Highlighted 


RADIP Pattni, Secretary of London 

_ CASS, attacked what he called dis- 
crimination shown against the overseas 
student in both accommodation and jobs, 
and exploitation of such students by the 
smaller firms, with low salaries, poor 
working conditions and inadequate facili- 
ties for study and furtherance of ex- 
perience. 

This outburst by Pradip Pattni on the 
‘plight’ of overseas students came 
in a speech he gave to members and 
guests at the recent first-ever annual 
dinner of Birmingham’s Overseas Char- 
tered Accountant Students’ Association 
(BOCASA). 


Seven-year delay 


Pradip Pattni continued with a scathing 
attack on the ICA’ in England and Wales 
which, he said, whenever proposals and 
recommendations were put to it, allowed 
a ‘seven-year delay’ to occur before any 
action was taken. 

ACASS, he said, had been playing its 
full part on behalf of overseas students. 
They had made approaches to the Home 
Office requesting that the one-year permit 
should be extended to three years to 
enable students to feel that they were not 
under any immediate risk of deportation. 
Unfortunately, the Home Office had 
refused to consider their request, even 
ae the situation could involve hard- 
ship. 

But he did concede that much of the 
overseas students’ trouble was one of 
language and 60 per cent of the problem, 
he maintained, was due to many 
overseas students not having a proper 
grasp of the English language. 

Dawer Tawfik, Chairman of BOCASA, 
set out the aims of the Association: to 
help students in finding accommodation 
and give assistance in those areas in 
which an overseas student might ex- 
perience more difficulty than the ‘native’ 
students. He thanked the committee 
of Birmingham CASS for their help 
and co-operation and was pleased to 
see that his associatés had the full backing 
of not only the students’ society, but 
of the district society as well. 

The principal guest was Mr S. Tullar, 
-a prominent Birmingham barrister and a 


No Punches Pulled at Birmingham Dinner 


former Liberal candidate, and himself a 
Kenyan Asian — and it was from this 
starting-point that he opened his speech. 


Difficulties in entering the 
professions 

He said that when he was first approached 
to speak at the dinner it was said to him 
that he was asked because ‘I had made 
it’. The words ‘I had made it,’ declared 
Mr Tullar, contained many undertones. 
‘Let us not beat about the bush, these 
words carried, as far as I can see, the 
following meaning: that someone who has 
come from foreign parts, namely from the 
new Commonwealth, and who obviously 
has come from there in that he is visibly 
from the new Commonwealth, has great 
difficulties in establishing himself in the 
professions. I concur with the sentiments 
which those words impart. Difficulties 
there are, whether these are of one’s own 


making or of the society into which one 


tries to fit oneself.’ 

` There was no doubt, said Mr Tullar, 
that there was a certain amount of 
xenophobia, or what appeared to be 
xenophobia, in the UK. He found that the 
English had a degree of tolerance by 


‘saying that those who came to these 


islands may live, but nothing would be 
shown or done to make them part and 
parcel of the community or help them to- 
wards that — ‘no doubt this amalgam of 
attitudes is induced by fear and ignorance’, 


"Forgive them for their 
ignorance’ 


“May I’, continued Mr Tullar, ‘ask all 
those from abroad to forgive them for 
their ignorance. In the same way, I 
would ask those in this country to forgive 
others from abroad for their ignorance of 
the ways of the English.’ 

Another aspect, he said, which was 
much more difficult to grasp was the 
problems overseas students faced when 
seeking jobs; and when they joined the 
promotion stakes. Those from the Com- 
monwealth suffered handicaps and these 
were only too visible. Much could be 
achieved if people did not take umbrage 
at everything that was said, or even if 
wounds -were.inflicted, and. people tried 
to put a soothing balm on the wound — the 


soothing balm in this context being able ` 
to laugh at oneself and at the situation. 
Mr Tullar concluded:-‘I am not for 
one minute asking everyone’to abdicate 
or to accept defeat, but to treat the pre- 
dicament they find themselves. in without 
rancour and with humour.’ 
Roger Lindsay, Secretary of Birming- 
ham CASS, wound up the proceedings by 
drawing attention to the fact that he, too, 
was an ‘overseas student’ — from North 
of the border! He went on to say, how 
pleased he was that the Birmingham 
Overseas Students’ Association was thriv- 
ing, and he praised Dawer Tawfik for the 
active part he played.on the student 


. society committee. 


It was pleasing, he said, that the: 
Association had not broken away as a; 
splinter group, but had chosen to work, 
within the framework offered by the 
Society. 





CASSL COURSES 
Merchant Banking 


A one-day course on merchant banking is 
to be held by London CASS on May 3rd, 
at Williams & Glyn’s Bank, 20 Birchin 
Lane, London EC, 

The course organisers are from Williams 
& Glyn’s, and they will cover the follow- 
ing topics: Issues and mergers, Euro- 
currency and bonds, ECGD project 
finance and the money market. 

Course fee is £13, inclusive of lunch, 
and applications should be addressed to 
CASSL, 43 London Wall, EC2M sTB 
(Tel. 628-4527). 


Corporation Tax Now 


Corporation tax will bé the main subject 
of a day course on Thursday, June 6th, at 
Chartered Accountants’ Hall. 

The lecturers, who will be primarily 
concerned with the effects and implica- 
tions of the 1974 Finance Act, will be 
specialists in the area of taxation, as well 
as having extensive knowledge of the 
problems facing students both in exam- 
inations and in practice. The course will 
therefore be of great value to all Part D. 
finalists and students currently engaged 
in tax work. 

Fee, including luncheon, is £13. - 
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Observer's Column 


AIMING FOR LITERACY ` 


‘THERE was much usefal discussion at the 
recent ACASS conference on the import- 
ance of an English language test in 
~ qualifying examinations. This, and recent 
` press contributions on the subject, are 
Indeed timely since literacy is obviously 
undergoing a process of widespread 
decline. 

One of the most important of the 
"` successful accountant’s tools of trade is 
his ability to communicate concisely, 


lucidly andeaccurately with all those he - 


meets in the course of his work, and this 

communication must be equally effective 

whether it takes place in a written or 
` verbal context. 

Despite this, those involved in needa 
tion report a noticeable deterioration in 
literary standards among students of 
accountancy and the causes must ob- 
viously lie outside its immediate realms. 








_ Employee Participation 

Sir D. WALKER-SMITH asked the Secretary 
‘of State for Trade whether he will publish 
a Green Paper relating to the possibilities 
of a two-tier structure for companies and 
employee participation therein. 

Mr Cuinton Davis: This option will 
be examined among others in the pre- 
paration of the Government’s proposals 
on industrial democracy. 


Hansard, March 18th. Written answers, 
col, 21. 


"Charities: Taxation 


Mr Joun Erus asked the Chancellor 
of the Exchequer if he will investigate the 
effect of value added tax on charities, 
including the fact that this is likely to 
affect church organizations to the extent 
of £2 million a year, with a view to 
considering ways in which bona fide 
charities could be relieved of this 
. payment. 

Dr. Giupert: I have noted my hon. 
‘friend’ s suggestion. 


anarad, March 18th. water SSES 
- col. Ai GR 
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Yet it is essential that ge should” 


be maintained and we should. therefore 
welcome the specific inclusion of literary 
criteria in our professional examinations. 

The most suitable and convenient 

method of achieving this in the short- 
term would be the setting of a comprehen- 
sion exercise based on a narrative with 
strong accounting relevance. Students 
would be instructed to study the passage, 
weigh up the materiality of different 
items of information in relation to ‘the 
main issues involved, answer specific 
„questions arising out of these issues, and 
finally to. present a detailed report in 
which their ability to extract the essentials 
of a problem and to set its ingredients in 
perspective is demonstrated.. 

It is equally important that we should 
discontinue the present practice of allow- 
ing students from overseas to commence 
their accountancy studies while they have 
a totally inadequate command of the 
English language. Let us hope that the 
broad division of entrants between 


_ Taxation: Personal Capital 
Mr Rer asked the Chancellor of the 


Exchequer what study he has made of 


the yield per head of the population 
from wealth tax, succession duty, and 
other taxes on personal. capital, in the 
Federal Republic of Germany, France, 
Sweden and Italy; and how they ‘com- 
pare with the same figure for the United 
Kingdom. 

Dr GILBERT: My right hon. friend is 
fully aware of the rates and structure of 
the taxes on persona] capital in other 
Western European countries. For 1971, 
the latest year for which comparable 
figures are. available, the approximate 
yields per head of population of personal 
taxes on wealth, capital gains, gifts and 
inheritances for each of the countries 
mentioned are as follows (using rates of 


exchange current in that year): > gf 
West Germany .. 
France... eg va = ; 
‘Sweden .. v.. Së eas 8 
Italy GN e sen SS 2 


United Kingdom : 10 
Hansard, April ist. Written answers, 
col. 261. ‘ 
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graduates and A-level students from) ` 
nine-month courses will take care of this ` 


problem. 


‘LETTER TO DEES 


Tribute 


Sm, — Now that the sun has finally set on 
the 1973-74 ACASS Executive, I feel that 
a few words should be said on the Past- 
President’s ‘behalf. It was no small 
achievement to maintain the momentum 
created by his predecessor — the dynamic 
Peter Pennington Legh. However, together 
with his trusty ‘Steed’, he guided ACASS 
through a significant period i in the Associa- 
tion’s history. 

The climax of the year was, of course, 
last month’s Council reported in ‘Round- 


about’ of April 4th, when many important , 


in for debate and future ‘policies were 


. projects carried out during the year came _ 


decided. For the first time in many years, | 


all matters on the full agenda were dis- ` 


cussed in the three-day period. 
As a member of the 1973-74 Executive, 
I felt privileged to have worked with 


‘Terry Webb during his year of Presidency, 


and through your columns would like to 
extend to him every good wish for the 


future. 
' Yours faithfully, 


Liverpool. PETER BROWN. 


Decimal Currency 


Mr Rooxer asked the Chancellor of- 


the Exchequer if he will seek powers to -- 
base the United Kingdom money- system ` 


on the sop unit. 
Mr DELL: No, sir. The choice of 
system was made by Parliament after 


much debate; to change: now would: > 
involve the Government and all sections ` 
of the community in very substantial ` 


— 


additional expenditure and a great deal of ` 
disruption which could not be justified., 


Hansard, April "et, Written answers, 
col. 262. 


Corporation Tax 
Mr Jesse asked the Chancellor of the 


Exchequer if the 50 per cent increase ` 


in advance corporation tax, as announced. 
in the Budget Statement, is o apply 
retrospectively in relation to dividends 


paid by companies between January and l 


March 1974. 


Dr GILBERT: The additional payment ` 


announced in-my right hon. friend’s 
Budget Statement will arise on the ad- 
vance corporation tax -becoming due from 
companies in the financial year 1974 
which begins today [April rst, 1974], 


including advance’ corporation tax in- 


respect af dividends paid from January 
to March 1974. Companies will not, 


however, be required to pay over this 


additional sum before August. 


-Hansard; April et, Written answers, 
col, 266. 
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PROFESSIONAL NOTICES 


ARTHUR ANDERSEN & Co, Chartered 
Accountants, announce that with effect 
from April 1st, 1974, Messrs PHILIP 
AARONBERG, A. JEREMY ARNOLD, RICHARD 
DELBRIDGE, BRIAN D Gar, IAIN P. A. 
STITT, and ANTHONY K. TIMBERLAKE, all 
of whom have been with the firm for a 
number of years, have been admitted as 
partners. Mr TIMBERLAKE will continue to 
be based in Manchester and Mr ARNOLD 
-is to take charge of an office shortly to be 
opened in. Birmingham; the rest will 
continue to be based in London. 


"Bang, VERITY & Rayner, Chartered 


Accountants, of 32 North Parade, Brad- 
ford BDr 3JA, announce the admission 


into partnership of Mr F. A. WARDMAN, _ 


A.C.A., A.T.LL, on April rst, 1974. 


Cratc GARDNER & Co, Chartered Ac- 
countants, announce that Mr T. E. 
Meran and Mr D. V. O'Leary have 
been admitted into partnership with 
effect from April 6th, 1974. 


Mr G. L. Hopwoon, F:C.A.; announces 
that he is continuing to practise: as 
Puitiies, Hopwoop & Co, Chartered 
Accountants, at 57 New Road, Willenhall, 
` following the retirement of Mr EDGAR 
PHILLIPS, F.c.A., from the partnership 
on September 3oth last. (We apologize to 
Mr Hopwoop for the error in some 
copies of last week’s issue in the spelling 
of his, and his firm’s, name.) 


Kripsons, Chartered Accountants, of 
5 Covent Garden, Liverpool L2 SUN, 
announce the retirement of Mr W. S. 
WICKS, F.c.A,, on April 30th, 1974, and 
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í that he has pee retained i ina consultative 


capacity. 


H. H. Suérwoop & Co, Cine 
Accountants, of Birmingham, announce 
that: Mr RanpaL’ A. M. BREW, A.C.A., 


was admitted into partnership on April ` 


Ist, 1974- 


SPICER AND PEGLER announce that on 


April 30th, 1974, Mr R. A. FOLLAND and 
Mr D. W. STIRLING will retire after 37 
years’ and 26 years’ service respectively 
with the Birmingham firm, and-Mr T. R. 
Marrey will retire after 46 years’ service 
with the Leeds firm. On May ist, 1974 
Mr D F. Rosson and Mr J. E. 
Cornisu will be admitted as partners in 
the London office. 


THORNTON Finney & Co Chartered 
Accountants, of 5 Covent Garden, Liver- 
pool'L2 8UN, announce the retirement 
of their Senior partner, Mr W. S. Wicks, 
F.C.A,, on April 30th, 1974, after more than 
40 years in practice. He has been retained 
in a consultative capacity. 


‘Turquanps Barton MayHew & Co 
announce the admission of Mr QUENTIN 
SYMINGTON as a partner in their French 

rm. : 

TurQquanps Barton MayHew & Co 
announce the admission of Mr Myzes T. 
Stort as a partner in their Swiss firm. 


Warner, BEARMAN & Co, Chartered 
Accountants, of 16 Wimpole Street, 
Cavendish Square, London WiM 8BH, 
announce that Mr Davip J: BERKLEY and ` 
Mr Curve A. WISEMAN have joined the 
partnership. 


ABPOINTMENTE 


Mr A. B. Hargreaves, .F.c.A., finance 
director of Rockware Glass, has ‘been 
appointed group. finance controller of 
Rockware Group. 

Mr. Rodney North,  v.R.D., F.C.A., 
A.T.LL, has been appointed director of 
financé of the Wessex Water Authority. 
He was previously finance director and 
secretary of the NCB (Coal Products). 


Mr P. G. Shaw, F.c.A., chief accountant 
of Charles Early & Marriott (Witney), 


has been made a director of the company. _ 


Mr ‘Michael W. Stubbs, a.c.m.a., has 
been appointed financial director ‘of 
Atcost, of Tunbridge Wells, the precast 
concrete structure manufacturers. 


Mr Philip J. Swinburn, A.C.M.A., has 
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been appointed commercial director of 
F. Hill & Sons. - 


Mr Derek Willingham, B.A., F.c.M.A., 
has been appointed finance director of 
Stone-Platt Industries. 

Mr Russell Ashby, A.c.m.a., formerly 
project accountant of W.. D. & H. O. 
Wills, has been appointed financial 
accountant in succession to Mr Desmond 
Richardson-Jones, M.B.E., F.C.C.A., who ` 
has retired after 42 years’ service. : 


Mr D. Jones 


MrR. Ashby 


Mr Derek Jones, F.c.a., formerly 
financial director of B. Elliott & Co, has 
been appointed financial controller of 


` George Mellor Ltd. 


STOCK EXCHANGE PRACTICE 


Geographical Analysis of 
Turnover 


‘Stock Exchange requirements for A 
admission of securities to quotation (the 
‘Yellow Book’) include circulation with 
the annual report of the directors of ʻa - 
geographical analysis of turnover and of 
contribution to trading results of those 
trading operations carried on by the 


company (or group) outside the UK’. The _ 


Quotations Department interpret this 
clause as requiring disclosure of the 
profits, arising on the sale of goods 


P manufactured abroad and on the market- 


ing of exports from the UK, exclusive of 
the manufacturing profit on goods ex- 
ported from the UK. gd 
A practice note issued by The Institute | 
of Chartered Accountants in England and 
Wales, with the agreement of The Stock 
Exchange, also includes the following: 
While the Quotations Department ` 
wishes to retain a measure of discretion 
in individual cases, it will normally act 
in accordance with the following guide- 
lines: H 
(a) no geographical analysis of turn-. 


‘Tel. 01-947 2211 
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over is required unless ‘overseas 
operations’ comprise more than 
10 per cent of turnover; 

(b) where analysis is required, the 
analysis should be by continent; 
but if 50 per cent of total ‘overseas 
operations’ relates to one con- 
tinent, a further analysis — for 
example, by country- may be 
required; and 

(c) no analysis of the contribution to 
trading results is required unless 
the contribution to profit or loss 
from a specific area is ‘abnormal’ 
(defined as out of line with the 
normal ratio of profit to turnover) 
"in-nature. There is no need to 
maké any reference to trading 
results except in this situation. 


NEW ACCOUNTANTS’ DIGEST 
CPP Conversion Tables 


Easy-to-follow conversion tables for the 
conversion of original transactions into 
terms of current purchasing power are 
featured in the latest (No. 8) of the series 
of Accountants’ Digests, published by 
The Institute of Chartered Accountants 


in England and Wales. The author is Mr - 


P. D. Reynolds, 
Unilever Ltd. - 

United Kingdom Inflation Indices and 
Factors, 1914 to 1974, is available from 
the Institute’s Publications Department 
at Chartered Accountants’ Hall (01-628 
7060), price 25p post free. Details of the 
subscription service for this and other 
Digests were given in The Accountant for 
November 1st, 1973. 


C.A., J-DIP.M.A., of 


COMPANY TAXATION IN 
BRITAIN AND THE EEC 


A course of six lectures on British and 
European taxation will be held at, the 
School of Business Studies, City of 
London Polytechnic, on Wednesday 
, evenings from 5.30 to 7 p.m., commenc- 
` ing on April 24th. 

The course will outline the national 
tax laws in relation to companies and 
distribution of profits in the member 
states of the European Economic Com- 
munity, and will contrast these with the 
tax system in Great Britain. 

The lectures will be given by Professor 
S. N. Frommel, PH.D., Advocate of the 
Supreme Court of the Argentine, Reader 
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in European Business Law at the City 
of London Polytechnic, and visiting 
Professor of European Law at Brunel 
University. 

The fee for the course is £20, payable 
on enrolment. Further details and ap- 
plication forms can be obtained from the 
Registrar, School of Business Studies, 
City of London Polytechnic, Moorgate, 
London EC2M 68Q (01-283 1030). 


HOCKEY 


Chartered Accountants 3 
Insurance H A A 


` In a game played at the Bank of England 


Ground on March 13th, the Chartered 
Accountants though full of verve seemed 
to be lacking in penetration. They con- 
ceded a penalty stroke and at half-time 
were one down. Insurance H.A. scored 
three times early in the second half, but 
the Accountants replied with goals from 
Blanford, Carrick and Gallant. The C.A.s 
were still playing strongly when the 
whistle blew for time. 

The Chartered Accountants fielded 
Marsh (Epsom); Bishop (Cheam), Carrick 
(Richmond); Whiteman (Old Reigatians), 
Perry (Mid-Surrey), Blanford (Tulse 
Hill); Webster-Smith, Gallant, Jenkinson 
(Cheam), Butcher (Southgate Adelaide). 


ICA's NEW AUDIT COURSE 


The first presentation of a new course on 
auditing problems, organized by The 
Institute of Chartered Accountants in 
England and Wales, will be held at 
Chartered Accountants’ Hall on Wednes- 
day, May 22nd. This course will deal with 
topical auditing problems, including the 
auditor’s responsibilities under the Pay 
and Prices Code. 

Relying on reports of other auditors 
remains a problem for all professional 
firms in the current climate of legal 
actions. Other subjects to be covered will 
be the treatment of goodwill, conversion 
of currencies, and trading with directors’ 
private interests. 

The fee for the course is £27'50 in- 
clusive of VAT, refreshments and lunch. 
Applications should be sent as soon as 
possible to the Institute’s Courses De- 
partment at Chartered Accountants’ Hall, 
Moorgate Place, London EC2R 6EQ 
(01-628 7060). 





April 18th, 1974 


ACCOUNTANCY FOUNDATION 
COURSE 


Worcester Technical College, which is a 


‘centre for accountancy and management 


studies in the Public Service, is offering a 
new full-time nine-month Foundation 
Course in Accountancy from September. 

The course is suitable for school- 
leavers or for those who have recently 
entered employment and wish to proceed 
to membership of the Chartered Institute 
of Public Finance and Accountancy, 
(formerly the Institute of Municipal 
Treasurers and Accountants). 

Further details are available from Mr 
R. C. Appleby, Head of Department of 
Business Studies, Worcester Technical 
College, Deansway, Worcester WB: 2JF. 


"GROUP ACCOUNTS’ 


The solution to the crossword ‘Group 
Accounts’, compiled by Kenneth Trickett, 
F.c.A., published in last weék’s issue, is as 
follows: 












































The groups are as follows: 
» 4, 9, 26. 
. 2, 10, 27. 
14, 25. 
I, 17, 21. 
8, II, 20. 
3, 12 down, 24. 
5, 12 across, 22. 
- 7 13, 19. 
16, 23. 
6, 15, 18. 
Thus a,bed,efg, hij = 1,026,73 5,849, 
the square of 32,043. 
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Come into diseuss the 
unlimited possibilities in high 
capital accumulation areas. 


Come along and talk freely and in complete confidence to lan du Pré. He'll tell 
you about our comprehensive portfolio of overseas clients — many of international 
repute — who are constantly looking for recently qualified accountants who can 
demonstrate a high degree of personal initiative and responsibility. Located 
throughout the world, these firms are currently engaged on projects covering 
auditing, accounting and have an extensive involvement in organisation and 
management advice on taxation, social security, investment and a wide range of 
miscellaneous problems that will be both interesting and rewarding. 

In return these firms will provide free furnished accommodation (air con- 
ditioned), bonus schemes, language tuition, additional holiday pay based on 
merit, free medical facilities, car allowances and return air fares for you and your 
family. 

All of the areas discussed will present an ideal opportunity to acquire capital 
together with excellent experience and a chance to see places and meet people 
from differing walks of life. 

Contact lan du Pré now and he will give you all the detailed information 
necessary for you to make the correct career decision. 


Douglas Llambias 


Associates Ltd. 
ACCOUNTANCY AND MANAGEMENT 
RECRUITMENT CONSULTANTS 

410 STRAND LONDON WC2R ONS 
TELEPHONE 01-836 4086 
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A anticipated, the 1974 Finance Bill is mainly devoted 
to moulding the new tax on capital gains from land. 
Half its pages are devoted to the ten sections and seven 
schedules which provide a comprehensive code for a charge 
which is in essence the Conservative version of the former 
betterment levy. It may appear ironical that the new 
Government’s first Budget should borrow the plumes 
prepared to clothe the proposals announced by the former 
Chancellor on December 17th, 1973 (The Accountant, 
January 3rd), but the measures designed to reflect the poli- 
cies of the Labour Government will be manifested in the 
autumn Finance Bill. 
A key concept is that of the current use value of an 
“interest in land at the relevant time, taken as the then market 
value on a ‘standstill’ basis. The assumption underlying 
=o the ‘standstill’ is that thenceforth it would continue to be 
unlawful to carry out any material development of the 
“land (including buildings) other than that which, being 
authorized by planning permission in force at that time, 
was begun before that time. The parentage of the Land 
Commission Act 1967 is clearly seen in the rule that 
material development is to be taken to be begun on the 
earliest date on which any ‘specified operation’ is begun. 
That expression is defined in terms taken from section 64 
of the 1967 Act, and brings to mind the frenzied trench- 
digging of those days. 

The draftsmen of the new measure have resisted the 
temptation to legislate by reference. ‘Material development’ 
is newly defined in terms which differ in significant detail 
from those found in the Town and Country Planning Act 
1971. Nevertheless, the problems of interpretation en- 

© countered under planning law are likely to re-emerge, 
conditioned by the considerable body of case law evolved 
in that context. These tend to revolve around the criteria 
of use, and the opportunity to escape a development gain 
is afforded particularly by the use or re-use of a building 
for a purpose within the same use class, freshly defined. 

Use as an office or retail shop is designated Class B while 
licensed or unlicensed accommodation comprises Class C. 
Manufacture occupies Class E, not by name but by a 
definition originating in a 1948 Town and Country Plan- 
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Curtain Up on the Finance Bill 



























ning Order to identify an industrial building and now 
amplified to include use of premises for the production of 
any ‘substance’. The latter means any natural or artificial 
substance or material, whether in solid or liquid form or in 
the form of a gas or vapour. 

The more general Class D excludes the foregoing, but 
otherwise extends to use for the purpose of any activities 
wholly or mainly carried on for profit except agriculture 
and forestry (a separate use class without a designation), 
and use as a dwelling-house. The last-named falls within 
Class A, together with use for the purpose of any activities 
which are wholly or mainly carried on otherwise than for 
profit. 

A heavy burden awaits the valuation profession in the 
ascertainment of current use value; that value at April 6th, 
1965, is a starting-point for those who owned an interest 
in land at that date. Except where the owner has under- 
taken no development, it is necessary to consider the in- 
crease in current use value between that date (or subsequent 
acquisition) and the time when material development occurs 
in the same ownership. ` 

The cost of enhancement of current use value is permitted ` 
to take the place of the step-up in that value resulting from 
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terial development during owner 
asure of development gain as the excess (of the charge- 
able gain otherwise computed) over increases in current 
se value during owgership (er since 1965) is modified to 
take account of jumps in current use value resulting from 
the owner’s development activities. It follows that the 
sting charge to capital gains tax will continue to bite on 
creases in current use. value during periods when the 
wher has abstained. from EECH reduced by the 
sual deductions. 
is noteworthy that in this situation where the owner 
as undertaken material development during relevant 
nership, the deduction of 110 per cent of current use 
alue on disposal is not permitted, although the 120 per 
d allowable cost remains an acceptable alternative. 
ver, the price ticket for the cost of development is 
iscounted within the limits of 110 per cent of terminal 
current use value and a £2,500 threshold. 
` As forecast by the Chancellor, the threshold of charge 
is geared to proceeds of £1,000 by a company or trustees 
and of {£10,000 by an individual, with marginal relief in 
the zone up to double those amounts. Again, the exemption 
for rents up to £2,500 in connection with the first letting of 
building is written into the Bill subject to a cautionary 
period of five years within which that level must hold good. 
There has been widespread anxiety as to the position of 
vareholders in a ‘near-close’ company, and the area of 
concern is widened by the Bill which creates a comparable 
status for a ‘land settlement’ — the complexities of which 
ill engage the attention of many trustees. However, close 
mpanies of the usual variety enjoy a privilege denied to 
ther companies because the set-off of advance corporation 
tax is not permitted against corporation tax on development 
gains except when these (in their character of income assess- 
able under Case VI of Schedule D) form part of the rele- 
vant income distributable. Development gains are to be 
treated as not being investment income in the hands of close 
ompanies and individuals, the latter being permitted 
to spread back the charge over four years of ownership. 
Identification of a ‘near-close’ company will impinge 
on those otherwise protected by Stock Exchange listing 
or public company ownership, although material ownership 
is in some instances to be linked to a connected group 
commanding 15 per cent rather than 5 per cent of the 
equity. Fortunately the definition of a ‘land-owning’ 
company is somewhat narrower than had been apprehended 
and is drawn so as to exclude business premises generally. 
The new legislation is made retrospective to December 
18th, 1973, but particular care has been taken to exclude 
transactions in hand immediately before that date. Where 
<an owner had arranged (without entering into a binding 
contract) to dispose of his interest to another person and 
that arrangement was made in writing, or is evidenced by a 
memorandum or note, then exemption is available if the 
subsequent contract is effected within a year. This recog- 
nition of the informal character in law of many transactions 
“which are regarded as binding between businessmen is 
























































in our view a a notable lenient which g goes far. l 
unhappy imposition of liability on the basis: of Ministerial l 
pronouncement. 

In other directions, the objectives of the Budget have 
been written into the Bill with economy of phrasing — a 
remark which does not perhaps include the rules regulating 
relief for interest. An unwelcome addition to the burdens 
borne by the shareholders of close investment companies 
is found in the proposed apportionment of nòn-qualifying 
interest paid. 

As regards private residences, the new limit of £25,000 
is irritatingly buttressed by a restriction to a single acre of 
land, inviting contentious apportionments. It remains to 
be seen how effective will be the denial of interest relief 
for holiday homes now required to be let at a commercial 
rent for more than half the year and to be available at such 
a rent when not let. 

United Kingdom residents will relinquish reluctantly 
the privilege of the remittance basis for overseas trading 
income and pensions, now to be taxed on the accustomed 
basis for United Kingdom income subject to the exclusion 
of one-tenth. Employees going abroad will come off better 
if their appointment is for 365 days or more and they 
refrain from visiting the United Kingdom in that time on 
more than one-tenth the number of days in the period, 
with a maximum of thirty-six days at a stretch. On the 
other hand, those who formerly enjoyed the benefit of 
the remittance basis because of not being domiciled in the 
United Kingdom and being employed by a non-resident 
will in future have to bear tax on one-half of their earnings. 
This rule will bear heavily on the higher echelons of the 
international business fraternity who may seek a more con- 
genial basis of operations elsewhere in Europe, with con- 
sequent loss of invisible currency earnings on the part of 
their erstwhile host. 

The amendment of the Taxes Management Act designed 
to elicit information for assessment of overseas earnings 
appears unsatisfactory. An individual with ‘foreign emolu- 
ments’ may be said to have an employment of which the 
duties are performed for the benefit of a person resident 
or in business in the United Kingdom. 

The Finance Bill adopts this ambiguous phrase as a basis 
for imposing on the person supposedly benefited a duty to 
make (when required) a return of the names and addresses 
of such ‘employees’. The duty imposed on an individual 
to include particulars of any emoluments paid to him, 
whether or not chargeable to tax, is perhaps less exception- 
able. The relevance of this requirement may lie in the new 
rule that where a person has a United Kingdom employ- 
ment and also one the duties of which are performed wholly 
abroad, the latter will not escape Case I of Schedule E unless 
it can be demonstrated that the overseas emoluments would 
be payable irrespective of the-existence of the United King- 
dom appointment. 

The Bill includes one small mercy not apparent from the 
Budget statement. Investors in unit trusts and investment 
trusts have hitherto obtained a credit of 15 per cent, de- 














ed to extinguish the charge to capital gains tax, if the 
: -income™ rule applied. The increase in the basic rate 
bas led to the substitution of 164 per cent, with consequent 
advantages to wealthier investors which appear quite 
unintended. Is this perhaps a Greek gift — foreshadowing 
an increase in the rate of capital gains tax in line with the 
basic rate of income tax? 

The liquidity problems of companies are likely to be 
exacerbated in uneven fashion when the due date of pay- 
ment of the additional advance corporation tax arrives on 
_ September rst. For some this will represent a fortuitous 
and unforeseeable consequence of choosing a dividend pay- 







“ment date in the first th 


nonths of 1974. For all, the 
higher level of advance corporation fax will tend to disrupt 
the pattern of dividends laboriously established on tran- 
sition to the imputation system. x 

It remains to be seen to what extent the clauses in the Bill 
as printed will yield to amendment. An important con 
cession effective from April rh, has already been writte: 
in to grant roll-over relief to a body chargeable to corp 
tion tax on capital gains but not established for profit 
This would not extend to the part of premises sub 
but its benefit can be claimed in respect of earlier disp a 
if the new acquisition has not yet been made. 










_ Association’s New President 


EMBERS of The Association 

of Certified Accountants this 

week elected Mr George Henry Rees, 
K.C.C.A., F.C.LS., FTL, as President 
of the Association in succession to 
Mr T. O. W. Newman, F.c.c.a., 
F.c.Ls. Mr Rees, principal of the 
Dm of G. H. Rees & Co of Chester- 
‘field, Sheffield and Matlock, has 






served as Vice-President of the As- 
sociation for the past year; he is also 
a former Mayor of Chesterfield, and 
leader of the Conservative and In- 
dependent group of its present Council. 

He served in the Army throughout 
the Second World War, and qualified 
as a certified accountant in 1946. 
He ‘established his own practice in 
1953, and was elected to membership 





of the Association’s Council in 1964. 
He is also a Past-President of the 
Sheffield and District Society of 
Certified Accountants. 

Announcing Mr Rees’ appointment, 
an official statement from the As- 
sociation said: “The range of duties 
that is fulfilled by the President 
during his term of office has increased 
enormously in recent years. With 
local societies established throughout 
the length and breadth of the British 
Isles and several centres in overseas 
territories, the President’s visits are 
an essential part of the process of 
maintaining close links between Bed- 
ford Square and the membership.’ 


Annual Awards Presented 


RESENTATION of The Account- 

ant Annual Awards for 1974 to the 
winning companies — the Burmah Oil 
Company, and UK Optical and In- 
dustrial Holdings — was made on 
Wednesday of this week at the Man- 
sion House by Alderman Sir Robert 
Bellinger, G.B.E., as deputy for the 
Lord Mayor, Sir Hugh Wontner, 
C.v.0., who was attending a State 
luncheon in honour of HM the Queen 
of Denmark. To mark this 21st anni- 
versary of the institution of the 
Awards, first presented in 1954, the 
silver sconces were redesigned in what 
was described as ‘perhaps a more 
modern styling, but without detracting 








































The Association’s development | 
gramme and its potential for expansio 
as evidenced by the number of 
student registrations, it was added. 
‘will continue to make considerabl 
demands on the time of its Presidents. 
and Vice-Presidents during their ter 
of office. For a provincial-based Pre 
dent such as George Rees, this im 
poses special strains on his partner: 
and staff, and the Association owe 
them a special debt of gratitude fo 
the support they give him’. 
When time permits, the new Presi- 
dent’s favourite relaxations include 
following such sports as cricket, tennis 
and football; he also lists music 
among his pastimes. 
The new Vice-President of the 
Association for 1974~75 is Mr Henry. 
Hill, F.c.c.a., financial director of 
Beecham Products Ltd. i 


from their beauty or significance 

Mr J. A. Lumsden, M.B.E., T.D; 
D.L., chairman of Burmah Oil, and 
Mr G. C. D’Arcy Biss; chairman of 
UK Optical & Industrial Holdings, 
received the Awards on behalf of their 
respective companies. 

Welcoming members of the plat- 
form party, Mr Percy F. Hughes, 
chairman of Gee & Company (Pub- 
lishers) Ltd and Editor-in-Chief of 
The Accountant, recalled that the year. 
1974 marked both the 21st presenta- 
tion of the Awards and the centenary 
of publication of The Accountant. In 
1874, he said, there had been n 
nationally-organized accountancy pro 







ession in the UK, and The Accountant: 


had undoubtedly played no small part 
n establishing the links between the 
ndividual small professional societies 
hich culminated in’the formation of 
The Institute of Chartered Account- 
ants in England and Wales in 1880. 
‘Introduction of The Accountant 
anual Award Scheme was an im- 
portant example of our endeavour to 
serve, not only the accountancy pro- 
fession, but all those who for one 
reason or another find it necessary to 
concern themselves with the accounts 
of public cémpanies.’ 
Distinguished representatives of the 
profession present included Mr E. 
Kenneth Wright, M.A., F.C.A., Presi- 
dent of The Institute of Chartered 
Accountants in England and Wales; 
Mr W. S. Risk, B.COM., C.A., F.C.M.A., 
,pIp.M.A., President of The Institute 
of Chartered Accountants of Scotland 
and a member of the Panel of Judges; 
Mr Eric McDowell, F.c.a., Vice- 
President of The Institute of Char- 
tered Accountants in Ireland; Mr 
A. W. Howitt, M.A., F.C.A., F.C.MLA., 
j.DIP.M.A., a Past-President of The 
Institute of Cost and Management 
ccountants; Mr G. H. Rees, F.c.c.A., 
CLS, F.T.LI„, President of The 
Association of Certified Accountants; 
and Mr Robin Clarke, M.C., F.C.LS., 
Treasurer of The Institute of Char- 
tered Secretaries and Administrators. 















































Financing Local 
Government 


TD EFORM of local government 
T Ufinance is coming more and more 
to the fore in the new Parliament. A 
motion calling for reform has attracted 
considerable Conservative back-bench 
support, and now Mr Nicholas Ridley 
(Cirencester and Tewkesbury, Con.), 
tends to ask the Secretary of State 
for the Environment to set up a Royal 
Commission to consider alterations to 
the rating system and alternative 
methods of raising revenue for local 
authorities, ‘in view of the size and 
nature of recent rate increases’. 
-= Mr Christopher Woodhouse (Ox- 
ford, Con.), also has a question down 
for answer next Wednesday, asking 
-for legislation enabling local authorities 
` to obtain a substantial and immediate 
financial benefit from the grant of 
planning permission. 
























Professorship 
for Dr Risk 


TIRLING University. has ap- 

pointed Dr James M. S. Risk, 
B.COM, C.A, FCMA,  J.DIP.M.A., 
F.C.1.S., to the Chair of Accountancy 
and head of the department of ac- 
countancy and business law. Dr Risk, 
who is a Past-President of The 
Institute of Cost and Management 
Accountants, will take up his new 
appointment on September rst. 

The new Professor-elect is, of 





course, widely known throughout the 
profession and has played an active 
part in several spheres of accountancy 
education, in particular as vice- 
chairman of the steering committee 
for the Solomons long-range: inquiry 
into education and training for the 
profession. He is a past chairman of 
the ICMA’s Education and Examina- 
tions committees, and a present mem- 
ber of its Post-qualifying Education 
committee. 

Among his other past and present 
appointments, Dr Risk includes rep- 
resentation of the ICMA on the 
Accounting Standards Steering Com- 
mittee, the Joint Standing Committee 
for Degree Studies and the Account- 
ancy Profession, and the Advisory 
Board of Accountancy Education. 

In the course of his career he has 
held various executive posts including 
those of chief accountant of the South- 
ern Gas Board, and financial controller 
of the Brush Group of companies. He 
was at one time Head of the Depart- 
ment of Industrial Administration at 
the Royal Technical College in Glas- 
gow, now part of the University of 
Strathclyde. 

He presented a paper on ‘The 
Educational and Training Require- 
ments of the Accountant of To- 
morrow’ at the Jerusalem Conference 





CA Century Ago 
The Accountant 
OCTOBER 1874 














From a leading article 


The manner of convening and holding 
meetings is also open to grave con- 
demnation. A forcible illustration of 
this was recently exposed in a case 
heard before Mr Justice QUAIN at 
the Central Criminal Court. HALL, an 
attorney’s clerk, by using the name of 
a solicitor, undertook to release a 
certain debtor from his liabilities for a 
money consideration. A petition for 
liquidation was filed, the necessary 
formalities completed, and a meeting 
of creditors duly summoned. The 
next stage of the proceedings was the 
receipt by the Registrar of certain 
resolutions purporting to have been 
passed at the meeting for the liquida- 
tion of the bankrupt’s affairs, which 
would have been followed in the 
ordinary course by the appointment of 
HarL as trustee, and the granting 
of the bankrupt’s discharge. However, 
it subsequently transpired that not a 
single creditor attended the meeting, 
that proofs and proxies were forgeries, 
as were also the signatures of the 
Commissioners before whom the affi- 
davits were said to have been sworn, 
and that Hatt himself was the only 
person at the so-called meeting. 
Eighteen months’ imprisonment with 
hard labour rewarded this man’s 
ingenuity; but it is not unreasonable 
to suppose that other cases of a 
similar character have escaped de- 
tection. 






























on Accountancy in 1971, while the 
following year he was a Visiting 
Scholar in the Department of Ac- 
countancy of the University of Cape 
Town, South Africa. His brother, 
Mr W. S. Risk, B.COM., C.A., F.C.M.A., 
J.DIP.M.A., is currently President of 
The Institute of Chartered Account- 
ants of Scotland. 


Increasing Support for 
international Standards 


IGHT professional bodies from 

six countries have been accepted 
as associate members of the Inter- 
national Accounting Standards Com- 
mittee. They are three Belgian bodies 
— the Collège National des Experts 
Comptables, the Institut des Réviseurs 
d'Entreprises and the Institut Belge 
des Réviseurs de Banques; together 












with the ‘Institute of Chartered Ac- 


countants of India, the Institute of 
Certified Public Accountants in Israel, 
he New Zealand Society of Account- 
ants, the Pakistan Institute of In- 
‘dustrial Accountants, and the Rhodesia 
“Society of Chartered Accountants. 
The total number of professional 
societies involved in the work of 
the IASC as founder or associate 
members is now 24. Associate mem- 
bers accept the responsibility of pro- 
mulgating international standards in 
< their own countries. 
Israel, it has also been announced, 
has accepted an invitation to join the 
IASC’s steering committee on in- 
` flation accounting. The other coun- 
-> tries represented on this committee are 
_. Canada, the Netherlands, the United 
_ Kingdom and the Republic of Ireland. 






























A Fairer Society? 


SE policies of the present 

Government, according to Mr 
Joel Barnett, F.c.c.a., M.P., Chief 
Secretary to the Treasury, have created 
the right conditions for a successful 
voluntary policy to contain inflation. 
‘The new tax system, he claimed, ‘will 
still leave high rewards for the hard- 

` ` working, skilled and successful in- 

<- dustrialist and entrepreneur; the 
difference will be that opportunities 
for avoiding tax on those rewards will 
be greatly reduced’. 

Speaking last week at a Financial 
Times conference on “Tax and the 
Budget’, Mr Barnett denied allega- 

` tions that a Labour government was 
necessarily ill-disposed towards the 
City and industry. Nothing, he said, 
could be further from the truth. 
"The present Chancellor was set on a 
course of steady and sustainable 
growth, and the Budget’s underlying 
policy of non-deflation was in accord- 

. ance with representations made by 
the Confederation of British Industry. 


Australia’s Second Tier 


EMBERSHIP of the Australian 
Institute of Affiliate Accountants 
almost doubled last year and now 
stands at over 1,200, it was announced 
recently at the Institute’s’ annual 
general meeting. There are also 3,372 
-registered student candidates. 
Sponsored in 1967 by the Australian 
Society of Accountants ‘to provide a 





‘Death of Former ICA President 


HE former colleagues and many 

friends in the profession of Mr 
Arthur Seymour Hamilton Dicker, 
M.B.E., F.C.A., will mourn his death 
last Thursday, April 25th, at the 
age of 81. He was President of The 
Institute of Chartered Accountants 
in England and Wales in 1956-57, 
a member of its Council from 1939 
to 1958, and a former member of 
the Panel of Judges for The Accountant 
Annual Awards. 

An Australian by birth, Arthur 
Dicker became domiciled in England 
at an early age; he received his 
education at Ardingly College and at 
University College, London, and dur- 
ing the First World War served with 
distinction as an officer of the Royal 
Sussex Regiment. Twice wounded, 
he was awarded the MBE (Military 
Division) in 1918; he was also twice 
mentioned in dispatches. 

He qualified as a chartered account- 
ant in 1923, and practised on his own 
account in Norwich for three years 
before joining the Lovewell Blake 
partnership — the firm in which he 
spent the remainder of his profes- 
sional career. He was a founder- 
member, and the first honorary 
secretary, of the East Anglian Society 
of Chartered Accountants in 1934; 
he held the Chair of this Society in 
1947 and again on the occasion of 
its 21st anniversary in 1955. In this 
same year, he was elected Vice- 






















President of the Institute, and Presi 
dent for the following year. 
Among a number of other appo 
ments, he included membership ` 
the Civil Service Commission inte 
viewing accountants for permanent 
appointments in the Civil Service; 
the Eastern Gas Board; and the 
Norwich Diocesan Board of Finance 
He took a keen interest in choral and 
operatic music, and was a past- 
Chairman of the Norfolk and Norwich: 
Amateur Operatic Society. 
Mr Dicker, whose home was at 
Acle, Norfolk, leaves two daughters 
and a son, Col. G. S. H. Dicker, 
C.B.E., T.D., D.L., F.C.A., also a partner 
in Lovewell Blake & Co, who has been 
Deputy Lieutenant for Norfolk since 


1963. 





























recognized qualification and an insti- 
tute for support staff who assist the 
professionally-qualified accountant’, 
the Institute of Affiliate Accountants 
has also been recognized by the 
Institute of Chartered Accountants in 
Australia as the appropriate body to 
cater for the needs of the second 
tier. Eligibility for membership is 
limited to persons domiciled in 
Australian territory or in certain Pacific 
territories. 

Copies of the Institute of Affiliate 
Accountants’ Handbook, containing full 
information on examination and entry 
requirements, are available from the 
Australian Society of Accountants at 
Churchill Trust Building, 218 North- 
bourne Avenue, Braddon 2601, ACT, 
or from State offices of the ASA. 

























American Accountant 
Cleared by Court 


HARGES of conspiracy, obstruc- 
tion of justice and perjury against 
Mr Maurice Stans, c.p.a., former 
US Secretary for Commerce and. a 
Past-President of the American In 
stitute of Certified Public Accountants, 
were dismissed by a New York Court 
this week. 
Mr John Mitchell, a former Attor- 
ney-General of the United States, was 
similarly acquitted. 

Both men had faced a total of nine 
charges each, arising out of allegations 
that they were concerned in the 
negotiation of a secret contribution of 
$200,000 (about £88,000) towards 
President Nixon’s campaign expenses. 







French Accountant 


HE accountancy profession in 
$ France has sufferéd the loss, in the 
death earlier this year of M Emmanuel 
Archavlis, of one of its most dis- 
tinguished elder statesmen. A native 
ef Marseilles, he is remembered as 
of the principal architects of pro- 
ssional integration in France, and 
constant advocate of the policy of 
professional development. 

During the First World War, in 
hich he Was wounded, M Archavlis 
lunteered for military service at the 
age of 18; he was awarded the Croix 
de Guerre and two other decorations. 
Among his many professional dis- 
tinctions he included membership of 
the Conseil Supérieure de l’Ordre des 
perts Comptables from 1951 to 
957, the Presidency of the Société 
les Experts Comptables Frangais in 
961, and participation in a number of 
international professional gatherings. 
He played an active role in the affairs 
d UEC, not least in the organization 
f its Congresses at Nice in 1958, at 




















In the field of yeler educa- 
tion, he held several appointments as 
professor or examiner, and was the 
author or joint contributor of a number 
of professional papers. 


Australian View on 
Earnings per Share 


EARNS per share forms the 
subject of the latest joint release 
(reference F5 in the series of tech- 
nical bulletins) from The Institute of 
Chartered Accountants in Australia 
and The Australian Society of Ac- 
countants. The bulletin is not in- 
tended to imply that earnings per 
share should necessarily occupy a 
pre-eminent role in analysis and in- 
terpretation of a company’s results; 
nor indeed does it make any recom- 
mendation as to whether or not EPS 
should be disclosed in published 
financial statements. However, if EPS 
figures are disclosed, the auditor 
should desirably have an opportunity 
‘to satisfy himself that the figures 
have been calculated in accordance 




























EMBERSHIP of the Canadian 
Tax Foundation at December 

1973, numbered 5,860 indi- 
vidual supporters and 615 corporate 
mberships, according to the report 
f its retiring Chairman, Mr Denham 
Kelsey, F.c.a., of Vancouver, at the 
‘oundation’s recent 28th annual meet- 


Last year, the Foundation again 
onsored a delegation of lawyers 
d accountants to Ottawa to review 
ith government officials the technical 
ispects of the numerous and complex 
imendments to the Income Tax 
ct, This annual examination of tax 
egislation continues to be one of the 
highlights of the co-operation between 
e Foundation, government officials 
nd the professions. 

At the present time, Canada’s 
ederal government is undertaking a 
review of the current capital cost 
allowance system and has indicated 
that it would report to Parliament by 
the end of 1974. The Foundation is 
examining current provisions with a 
© view to identifying inequities and 


Canadian Tax Foundation in 1973 


loopholes, and plans to make sug- 
gestions for their correction. 

Publication and dissemination of 
knowledge have always been essential 
aspects of the Foundation’s activities, 
and three further projects are expected 
to reach fruition in 1974. These are 
a collection of three essays on certain 
aspects of income tax evasion and 
avoidance, including a thorough his- 
torical review of these concepts and 
certain recent judicial decisions; a 
study Charging for Public Services: 
A New Look at an Old Idea which 
will examine the ‘benefit principle’ 
of financing public spending which 
relates government expenditures to the 
taxes that finance them; and an 
important survey of the Redistributive 
Impact of Tax Changes, in which the 
nature of redistributive aspects of tax 
policy changes will be analysed. 

An additional study of federal 
expenditure decision-making is to 
be undertaken by Professor Douglas 
G. Hartle, of the Institute fer Policy 
Analysis, University of Toronto, for 
completion late in 1975. 


it 1964. 


h th procedures outlined in this 
bulletin’. 
Basic earnings per share are defined, 
for this purpose, as consolidated 
operating profit (after tax) and extra- 
ordinary items, reduced by pre- 
acquisition profits, minority interests 
and preference dividends; divided by 
the weighted average number of 
shares outstanding during the period. 
Where a company has issued shares 
ranking for dividend at some future 
date, or where convertible securities 
or options are outstanding at the 
accounting date, adjusted earnings 
per share to take account of these 
circumstances should be calculated, in 
addition to basic earnings per share. 






Comparative Study of 
Audit Requirements 


Coe en of the statutory 
audit requirements in the United 
Kingdom with those of the United 
States of America is to be undertaken 
this year by the international practice 
requirements committee of the 
AICPA. The aim of this study — whose 
results should be available by the end 
of 1974 ~ is to identify the important 
provisions of the law in each country, 
to illustrate the main differences, and 
to indicate the laws and other rules 
and regulations which should be 
consulted. 

Membership of the AICPA has 
now passed the 100,000 mark, follow- 
ing the recent admission of nearly 800 
new entrants. The Institute currently 
employs a staff of 350, with an annual 
budget of $14 million. 


Fiscal Options 


TALIAN taxpayers who prefer to 

remain anonymous will in future be 
liable to a 30 per cent flat-rate tax 
deduction at source, under proposals 
recently introduced by the Italian 
Government. 

Registration on the tax rolls is 
available as an alternative option, and 
entitles the registrant to a con- 
spicuously lower tax rate of 10 per 
cent for residents and 15 per cent for 
non-residents. This appears to have 
somethihg in common with a sugges- 
tion made some years ago in the UK, 
that commuted penalties for Revenue 
offences should be subject to some 
form of ‘discount for publicity’ where 
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little knowledge is a dangerous thing especially 
in the property market, but good professional R 
"Aadvice can make the assessment and selection SOUTH EN D-on-SEA 
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the terms of a settlement included 
ublication of the taxpayer’s name and 
address. 

The tax threshold for employees is 
to be raised from 840,000 to 1,080,000 
_ lire (about £640). As part of a general 
_ review of the legislation governing 
_ joint-stock companies, reciprocal 
oldings in excess of 3 per cent are 
to be forbidden, and an independent 
five-man commission will be set up 
o control the stock exchange. 













Graduate Intake 


ORE than 30,000 students are 

expected to graduate from Ameri- 
can universities in 1974 with degrees 
in accounting, according to the Ameri- 
can Institute of Certified Public Ac- 
countants, This will include an esti- 
mated 3,400 holders of masters’ 
degrees. 
Despite this increase over the 1973 


total of some 28,000, the accountin: 
profession in the USA is currenti; 
experiencing a 10 per cent per annum 
growth rate, and anticipates no diffi 
culty in accommodating this increase 
‘the demand for recruits’, the Institut 
states, ‘is holding firm’. Between 
and 45 per cent of the newly-qualifiec 
graduates are anticipated to tak 
positions. with accounting firms, apar 
from the openings available in govern: 
ment departments and in industry. 































THIS 1S MY LIFE 


Fire and Light 


by An Industrious Accountant 


<- €SHORTLY after I came to this job, our personnel 

Ad director came back from a traumatic sensitivity course 
` and demanded we do a special private study of our staff’s 
psychological qualities. Qualities, mind you — not per- 

-formance or qualifications or quantifiable assets. 

He issued a standard form filled with incredible questions 
about reliability and initiative and good team-membership 
and vindictiveness (remember, the nitwit had just been 
brainwashed by a high-powered but phoney revelation of 
the newest management techniques), and we did our best. 
One heading that I brooded long over was ‘Most 
important trait needed?’. Finally I wrote tersely ‘Zeal to 
- improve’. One reason was that the accounts section was 
_ fouled up by my predecessor’s clumsy reporting system. 
_ We produced monthly lists of maintenance jobs by labour, 
materials, and contractor (which our engineer disputed 
- hotly); and sales and gross profit by square feet by depart- 
_ ment (which always caused quarrels), for example. 
-> I wanted our staff to query the usefulness of their work 
and to improve it where necessary. Christopher Fry’s 
play Phoenix Too Frequent has an ancient Greek accountant 
who made balance sheets sound like Homer, and it seemed 
a laudable objective to visualize far ahead. 
Unfortunately, my smarter colleagues took the pre- 
caution of chatting up Prinny before completing their 
. forms, and they climbed enthusiastically on his bandwagon. 
_ They said they wanted realistic appreciation of impending 
_» business developments, instinctive precautionary measures, 

_ staff communications optimized up, down and sideways 
_ to ensure their subordinates’ co-operation, loyalty and 
incentive, and reams of similar waffle. 

Bo I found myself in the doghouse as an unperceptive 
clot. It made no difference that we cleaned up our accounts 
system that summer, and scrapped a load of expensive 
nonsense. 

























Thinking back on it, I can see clearly where I fell down o 
the job. It wasn’t necessarily my assistant’s responsibility 
to question his paper work. He was doing his job as set ou 
for him, he was pressurized by his heavy workload; h 
shouldn’t be faulted. Oe 

Instead, it was my function to assess the merits of the 
maintenance report. I was the top contact man who shou 
see if the engineer benefited from its use, if any director 
wanted it, if it should be restructured and who, if any, 
would suffer by its demise. Voltaire said there was fire in 
the eyes of young men, but light in the eyes of thei 
elders. 

Obviously both sparks should be nourished and in 
creased, though excess fire is more dangerous than excess: 
light. It’s the test of the elder man’s mettle that he 
courages the fire to follow the guidance of the light. 
























HE 69th annual general meeting 
$ of members of the Association of 
ertified Accountants was held in Lon- 
don on Tuesday. 

In his adéress, the outgoing President, 
r T. O. W. Newman, F.c.c.a., F.C.1LS., 
eferred to the loss by death during the 
ast year of two ‘valued friends and col- 
leagues’ - Mr Tom Westmacott, a former 
joint auditor of the Association and 
honorary secretary of the London Branch 
for 37 years; and Mr Robert Bell, who 
as Director of Information at the time 
f his death and had served the Associa- 
on in various appointments for over 
1 years, 

Mr Newman continued: 

In 1972 we produced a reasonable 
urplus which my predecessor in office, 
dr Nelson, thought it unlikely that we 
uld be able to match in 1973. Un- 
rtunately, he has proved to be correct, 
ugh the difference is not so marked 
s he anticipated at that time. During 
973 there was an exceptional rise in the 
cost of most goods and services. This was 
he factor that we could foresee most 
early in the previous year and it was 
also painfully evident that it was one 
ver which we could exercise little or no 
ontrol. The realities of the situation 
jave entirely justified our forebodings 
ind it would be idle to pretend that a 
imilar process ought not to be anticipated 







































t was particularly unfortunate that 
this critical erosion of the value of money 
hould have occurred at a time when the 
Association was making substantial in- 
estment in the future. The investment 
was an investment in ourselves and there 
, I venture to suggest, plenty of evidence 
n the report for 1973 — as well as in that 
‘or. 1972 — of a very considerable expan- 
gon, of our activities going beyond even 
what we had envisaged in Future Plans. 
In. developments of this kind it is 
erhaps. almost inevitable that the finan- 
cial side of the picture should become 
worse before it gets better, but I suggest 
long as we understand the reasons 
‘of what is happening, then there is no 
need at all for us to assume that the 
Association. is in a decline. 
The reality, I can assure you, is quite 


Association’s 69th 
Bonet" Meeting 
EES 





the reverse. In developing the Institute 
of Accounting Staff, the Certified Dip- 
loma in Accounting and Finance, our 
training activities and our publications, 
we are obliged to incur initial expendi- 
ture which is not recoverable until a later 
stage. But I can say now with the utmost 





Mr T. O. W. Newman 


confidence that all these projects are 
going well and will undoubtedly help to 
increase the stature of the Association as 
well as its resources. 


Membership 


Rather more than Joo new members 
joined the Association last year. This is 
almost the same as in the previous year 
and although it represents an increase in 
membership which is adequate, it is by 
no means a matter for special jubilation. 
It merely attains the level of increase 
which is normally considered adequate 
for a professional body, that is to say 
something of the order of 4 per cent per 
annum. 

I am afraid that you must be tired of 
hearing successive Presidents dwell on 
the connection between increase in 
membership and success rates at the 
examinations. That connection is, of 
course, obvious. But what is very far 
from obvious are the not inconsiderable 
fluctuations in pass rates from year to year. 

We have spent much time and trouble 
in seeking an explanation of this. You will 
also remember that in order to ensure 
that we ourselves were not in some way 
culpable, we conducted ~ and we con- 


- tinue to conduct — a close scrutiny of all 


examination question papers to ensure 
that questions are fair, clearly expressed, 
and in every way such as an ordinary 
student ought to be able to cope with. 
I believe that we have made significant 
progress and I question whether anyone 
could now fairly attack our question 
papers in this respect. Moreover, I affirm 
without fear of contradiction that our 
examination standards are as high as 
those of any other professional body in 
our field. 

Nevertheless, pass rates continue to 
fluctuate in an extremely puzzling fashion, 
though these fluctuations are certainly 
less violent than hitherto. It is difficult 
to believe that a given body of candidates 
in one year should be any worse ~ or 
indeed any better — than those in some 
other year. And yet this is what the 
statistics seem to say. Our inquiries 
continue. 


Contact with students 


It is frequently said that the Association 
as a whole does not maintain a sufficiently 
close contact with its students. I accept 
that there is certainly much room for 
improvement and, while there are regular 
week-end schools for students, both in 
Ireland and in this country, facilities of 
this kind scarcely break the surface of 
the problem. 

On the other hand, students are not 
free from blame themselves. District 
societies and students’ societies arrange 
lecture programmes and similar activities 
but in many cases .attendances are 
derisory. The problem is to some extent 
one of size, since we now have no less 
than 25,000 students in this country 
alone. Many of them work with em- 
ployers who are genuinely interested in 
their education and training and are 
prepared to make proper provision for 
block or sandwich release and pre- 
examination leave. But this is by no means 
universal, 

We are therefore endeavouring to 
develop a form of study contract which 
will place certain definite obligations on 
the employer. It would be unfair to 
suggest that many thousands of em- 
ployers do not already comply with these 
requirements voluntarily and we appreci- 
ate that such employers exist. Our im- 
mediate concern, however, must be 
rather more with those who do not pro- 
vide these facilities. 


Research 

You will find that fairly extensive refer- 
ence is made in the annual report to our 
technical activities. It would be tedious 
for me to repeat what is already ade- 
quately covered there, and my only 
purpose in referring to it now is to give 
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myself the opportunity of expressing to ` 


all those members of the Association who 
assist us in our technical work our most 
genuine appreciation of their services. 
My predecessor in office had occasion 
at the last annual general meeting to point 
out that our accession to the Common 
Market had provided a whole new range 
of technical activities and problems for 
the profession ap a whole. These activities 
are in connection with those directives 
of the EEC designed to harmonize 
national laws within the Community. 
The Treaty of Rome does not require 
the harmonization of all national laws; 
it restricts itself to those areas in which 
harmonization is deemed necessary in 


order to further the objectives of the- 


Community.- One area is company law. 


Accounting Standards 


At this time last year, a sense of frustra- 
tion and dismay was spreading through 
the profession in this country, because 
the draft directives that had then been 
issued by the Community for the purpose 
of developing common principles for the 
presentation of company accounts had, 
in our opinion, failed in a significant way 
to. handle the matter on a proper basis. 
This was because the-standards proposed 
in those draft directives fell seriously 
short of those already developed and 
accepted in this country. 

However, our representatives in dis- 
cussions with the Common Market 
authorities have constantly and consis- 
tently maintained their views and these 
views are at last being accepted. It would 


be idle to pretend that we have yet. 


achieved all that we require, but there 
have been significant advances. and in the 
event, the senior Civil Servants of the 
Community i in Brussels have proved very 


much more flexible people than at one. 


time we believed possible. 

It is true that our recommendations 
on the treatment of consolidated accounts 
have not yet been accepted, but there is 
considerable hope in this direction be- 
cause Mr Stanley Wilkins, of the English 
Institute, has been appointed co-author 
with Dr Elmendorff, the distinguished 
German accountant, of a new draft direc- 
tive on the subject. This is a wonderfully 


reassuring prospect and gives us real hope — 


that in the future the standards we have 


in the past developed in this country will ` 


be adopted more generally and will be 
developed in a proper way. ` . 


The Budget 


Whatever government had been i in office, l 


it seemed certain that there must be somè 


increase in the tax burden. At the same . 


time, no one should suppose that ‘the 
Budget will solve our problems.’ 
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The increase in income tax will strike 


‘most heavily at those middle income 


groups from which come most personal 
savings. ‘The increasé in corporation tax, 
which is surely difficult to justify, will 
merely militate against corporate savings, 
The increases in direct taxes which in the 
short term are intended. to reduce-exces- 


sive spending power, :can be expected in ` 
the somewhat longer Zem to . provide - 


morė fuel for: demands. for ‘higher pay, 
for no one should allow ‘himself to- be 


deluded into the belief that reductions in- 


take-home pay will be meekly accepted — 


‘we have the history of the last quarter of a 


century as evidence of this. 

In addition, the rises in prices in the 
public utilities sector can be expected to 
have two immediate effects. The first 
is that they can be expected to more than 
offset any benefit to the lower-paid 
through subsidies, pension increases, and 
simple reductions in their already small 
tax, burdens, and the second is that they 
will provide yet one more turn in the in- 
flationary spiral. 

It would be pleasant to be able to 
offer at least some consolation, but this 


` is. not possible in the present economic 


climate. All these things show is that 
whatever government is in power there 
are no easy answers at all; for these 
economic patchings and fiscal jugelings 
do no more than seek to postpone the day 
of reckoning, or attempt to ensure that 
someone else will have to pay the price. 

It.is to be hoped that those who make 
our laws and those who control our insti- 
tutions will realize these things before it 
is too late, and will be prepared to accept 
that they ‘have a duty, not least to those 
they represent, to recognize these facts 
and to show a sense of responsibility in 
their actions for which one has so far 
looked in vain. 


Royal Charter 

You will no doubt be interested to receive 
a report in relation to the Royal Charter 
of Incorporation that we are seeking 


‘from Her Majesty in Council. Our. 
petition to Her Majesty, accompanied by. 


the draft Charter and draft bye-laws, 
wes delivered to the Clerk to the Privy 
Council on April roth, 1973. 


Perhaps not’ altogether unexpectedly, 


petitions opposing the grant of a Charter 
to the Association were subsequently 
submitted by The Institute of Chartered 


` Accountants in England and Wales. and 


The Institute of Chartered Accountants 


of Scotland: The Association was invited ` 


to’ comment on both counter-petitions 
and did so — not without some relish, I 
must confess — on August 29th last. 

We have confirmed that the Petition is 


` now before the Privy Council but no 
` decision has yet been reached. 


l Vice-President, 
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I have almost completed my term of 
office as President of the Association, and I 
am even more conscious now than in April 
last of the honour which my colleagues 
did me in offering me this, the highest 
office in the Association to which a 
member can aspire. 


Acknowledgements e 


At the same time there was soon a 


growing realization on my part that it is 
an office that no one can possibly hope to 
discharge on one’s own. Mr Rees, my 
and Mrs Rees, have 
earned my sincere gratitude by being 
readily at my disposal and by deputizing 
for me on a number of occasions when L 
am sure it was most inconvenient for 
them to do so. 

In the problems that beset the 
President, I have also. relied very greatly 
on the advice and support of my col- 
leagues on the General Purposes Com- 
mittee, which is partly (though not 
entirely) composed of former Presidents. 
Support and help of this kind - and I 
have received it in like measure from 
every member of Council - must be a 
source of much encouragement and 
satisfaction to all those who from time 
to time are elected to the presidency of 
the Association. ` 

There is one other acknowledgement 
that must not be overlooked. Like all 
Presidents before me, I would have found 
it extremely difficult to have dis- 
charged the numerous functions of 
the office without the support and 
assistance of our permanent secretariat 


and staff at headquarters. In this con- 


nection there are two persons in particular 
to whom I must refer. One is Frank 
Osbourn, our Secretary until January 
31st last and now our Secretary for 
Overseas Relations. The other is Charles 


` Davidson, who retired as our Secretary — 


Membership on February 4th last. They 
have served us for 24 and 26 years respec- 
tively; they have seen and contributed to 
the Association’s development: over this 
period; they have dedicated themselves to 
the Association’s interests and ‘I would 
like to take this opportunity of expressing 
to them both our profound appreciation 
of their services. 


Council 


Mr Newman paid tribute to three 
retiring members of Council - Mr R. F. 
Lawrence; Mr E. J. C. Jeffrey; and Mr 
E. A. Lediard Smith who was President, 
in 1969-71. 

_ New Council members elected at the 
meeting were: Mr P. T. Hobkinson; 
F.C.C.A., LP.F.A, Mr J. C. McDowell, 
F.C.C.A., and Mr S. Thomson, F.C.C.A. . 
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STATEMENT OF STANDARD ACCOUNTING Ss NO. 6 


Extraordinary Items and : 7 
Prior- -year Adjustments 





Acana for extraordinary and prior-year items through resolvo or rataliied 
profits instead of through the profit and loss account can lead to anomalies 

in the reported annual results of a business and to.disparities in the reported 
results of similar businesses. This statement requires all-extraordinary and 

_ prior year items, with certain specified exceptions, to be accounted for through 


the profit and loss account of the year and not through reserves. 


H 


. PART 1 — Explanatory Note 
HERE are currently two different points of view on the 
.treatment of extraordinary and prior-year’items. One view 
is that, in order to avoid distortion, the profit and loss account 
for the year should include only the normal recurring activities 
of the business. It should therefore exclude extraordinary and 
prior-year items, which should be taken direct to reserves or 
adjusted against the opening balance of retained profits. 


2. The other view, on which this statement is based, is that 
_ the profit and loss account for the year should include and show 


separately all extraordinary items which are recognized in that. 


year and, witk certain specified exceptions, all prior-year items. 


The main reasons for accepting this view are that (a) inclusion ` 


and disclosure of extraordinary and prior-year items will enable 
the profit and loss account for the year to give a better view 


of a company’s profitability and progress, (b) exclusion, being’ 
- a matter of subjective judgement, could lead to variations and, 


to a. Joss of comparability between the reported results of 

companies and (c) exclusion could result in extraordinary and 

prior-year items being overlooked in any consideration of results 
over a series of ER 


Extraordinary items 


3. Extraordinary.items are defined in paragraph 11 below. They 
derive from events outside the ordinary activities of the busi- 
_ness; they do not include items of abnormal size and incidence 
which derive from the ordinary activities of the business. The 
classification of items as extraordinary will depend on the 
particular circumstances; what is extraordinary in one business 
will not necessarily be extraordinary in another. Subject to this, 
, examples of extraordinary items could be the profits or losses 
arising from the following: (a) the discontinuance of a significant 
part of a business, (b) the sale of an investment not acquired 


with the intention of resale, (c) writing off intangibles, including , 
goodwill, because of unusual events or developments during the’ 


period, and. (d) the expropriation of assets. 


A In order. to present fairly the results from the ordinary 
activities of the business, extraordinary items require to be 
_ disclosed in the profit and loss account after the ordinary results 
_ have been serie : 





a 


5. Items which, though abnormal in size and incidence, are 
not extraordinary items (as defined in paragraph 11) because 
they derivé from the ordinary activities of the business would ` 
include (a) abnormal charges for bad debts and write-offs of 
stocks and work in progress and research and development, 
expenditure, (6) abnormal provisions for losses on long-term 
contracts, and (ch most adjustments of prior-year taxation 


‘provisions. These items, because they derive from the ordinary 


activities, should be reflected in the ascertainment of profit 
before extraordinary items although, because of their unusual . 
size and incidence, they may require disclosure if a true and fair 


‘view is to be given. 


6. At a time of frequent movement of currency exchange 


‘rates, the accounting treatment of foreign currency transactions 


and conversions and the distinguishing of items that are extra- 
ordinary present many problems. These problems are currently - 
under study with a view to the issue of a separate accounting 
standard. In the meantime, the accounting policies adopted 
should be disclosed and explained i in accordance with Statement 
of Standard Accounting Practice No. 2, ‘Disclosure of Account- 


‘ing Policies’ [The Accountant, November 4th, 1971]. 


Prior-year adjustments 


o. Prior-year adjustments, that is prior-year items which should 


be adjusted against the opening balance of retained profits or 
reserves, are rare and limited to items arising from changes in 
accounting policies and from the correction of fundamental 
errors. They are discussed in the paragraphs that follow. The 
majority of prior-year items, however, should be dealt’ with in 
the profit and loss account of the year in which they are 
recognized and shown separately if material. They arise mainly 
from the corrections and adjustments which are the natural 
result of estimates inherent in accounting and more particularly 
in the periodic preparation of financial statements. Estimating 


` future events and their effects requires the exercise of judgement 


and will require reappraisal as new ‘events occur, as more 
experience is acquired or as additional information is obtained. 
Since a change in estimate arises from new information or 
developments it should not be given retrospective effect by a 
restatement of prior years. Sometimes a change in estimate 
may have the appearance of a change in accounting policy and 
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care is necessary in order ‘to avoid confusing the two. For 
example, the future benefits of a cost may have become doubtful ` 
and a change may be made from amortizing' the cost oer. be ` 
period of those benefits to writing it off when incurred. Such a 
- change should be treated as a change in estimate and not, as a; 
change in accounting policy. Prior-year-itemis are’ not extra. : 
ordinary merely because they relate to.a prior year; their nature +. 
will determine theif classification. © ito im 0S n 
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Changes in accounting policies "e 
8. It is a fundamental. accounting concept that there is con- 
` sistency of accounting treatment within each ‘accotinting period; 
and from one period to the next: A change-in-accounting policy“. 
. should therefore not’ be made unless it can be-justified on the’. 
ground that the new policy is preferable to the one it replaces `. 
because it will give a fairer presentation of the results and of the,- 
financial position of the business. For example, the issue of a: ` 
Statement of Standard Accounting .Practice that creates +8. ~ 
new accounting basis or expresses a preference for a basis not at ` 
present in use in the company is sufficient ground for making-a 
change. It is a characteristic of a change in accounting policy — 
that it is the result of a choice between two or more accounting 
` bases. It therefore does not arise from:the adoption or modifica- 
“tion of an accounting basis ‘necessitated by transactions or 
events that are clearly different in substance’ from those pre- 
viously occurring. An example of a change in accounting policy 
„would be a change in the method of computing the cost: of 
stock and work in progress from one which includes no over- ` 
heads to one which includes all production’ overheads. In the 
case of a change in accountirig policy the cumulative adjust- 
ments applicable to prior years have no’ bearing on the results 
`.. Ọf the current year and they should therefore not be included in 
‘arriving at the profit for the current year. They should be 
accounted for by restating prior years: with the result that the 
-opening balance of retained profits will be adjustéd accordingly. ' 
The effect of the change should be disclosed where practicable 
by showing separately in the restatement of the previous year 
, the amount involved. ; i 


\ 


Corrections of fundamental errors 


g. In exceptional circumstances accounts may have been issued 
containing errors which are of such significance as to destroy 
_ the true and fair view and: hence the validity.of those accounts 
and which would have led to their withdrawal had the errors 
been recognized at the time. The corrections of such fun- 
damental errors should be accounted for. not by inclusion in, 
the profit and loss account of the current year but by restating 
the prior year(s) with the result that the opening balance of 
retained profits will be adjusted accordingly. , 


Special cases 


10. There are a few special instances where items of a revenue ` 
or expense nature are permitted or required, either by law or by 
. a company’s constitution, to be taken to reserves. For example, 
section 56 of the Companies Act.1948 permits the preliminary 
expenses of a’ company or the expenses of, or the commission 
paid or discount allowed on, any issue of its shares or debentures 
to be written off against the share premium account. It also 
permits the share premium account to be used in providing 
for the premium payable on redemption’ of any. redeemable 
preference shares or of any debentures of the company. Another ` 
example is the common requirement in the articles of association 
of many property and investment holding comipanies to take 
the profits on sale of properties or investments.to capital reserve. 


n 
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and. by transferring’ an “equivalent amọ 
"and the profit for the year. 


PART 2 — Definition.of Terms 
tt. Extraordinary items,:for the purposes of this statement, arë 
those items which derive from events:or transactions outside 
‘the ordinary activities of the business and which are both 
‘material and expected not to recur frequently or regularly. 
“They do not include items which, though exceptional on ` 
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So as to reflect the efféct-.of all such.items on the profit or loss — 
for.the year, they should be dealt with by taking them, on an 

amortized basis where appropriate, to the profit and loss account 
unt between reserves 


account of size and incidence (and which may therefore require 
separate disclosure),. derive from the ordinary activities of the 
business. Neither do they include prior-year items merely be-_ 
cause. they relate to a prior year. d 


12, Prior-year adjustments are those material adjustments 
applicable to prior years arising from :changes in accounting 
policies and from: the correction of fundamental errors. They do 
not include the normal recurring corrections and adjustments 
of accounting estimates made in prior years. 


PART 3 — Standard Accounting Practice. 


Profit after extraordinary items. 


13. ‘The profit and loss account ‘for the year should show a 


. profit or loss after. extraordinary items, reflecting all profits and 
‘losses recognized in the accounts of the year other than prior- 
` year adjustments as defined in Part 2 and unrealized surpluses , 


on revaluation, of fixed assets, which should be credited direct ` 


- to reserves. 


14. Items of an abnormal size and incidence which are derived 
from the ordinary activities of the business should be included 


. in’ arriving at the profit for the year before taxation and 
-extraordinary items, and their nature and size disclosed. 





‘Extraordinary items 


15. Extraordinary items as defined in Part 2 (less attributable 
taxation) -should be shown separately in the profit and loss ` 
account for the year after the results derived from ordinary 

activities and their nature and size disclosed. f 


Prior-year adjustments ; 

16. Prior-year adjustments as defined in Part 2 (less attributable 
taxation) should be-accounted for by restating prior years, with 
the result that the opening balance of retained profits will be 
adjusted accordingly. The effect of the change should be dis- - 
closed where practicable by showing separately in the restate- 
ment of the previous year the amount involved. Items which. ` 
represent the normal recurring corrections and adjustments of 
accounting estimates made in prior yéars should be included’ 
in the profit and loss account for the year and, if material, their, 
nature and size should be disclosed. 


i 


Profit and loss account presentation S 


17. As a result of the foregoing, the profit and loss aeopnunt - 
for the year should, if there are extraordinary items, include the 
following elements: |’ EC i 
profit before extraordinary items; 
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Sidlaw Industries’ Year of 
Consolidation 


IDLAW Industries, from whose 1973 

accounts this week’s reprint is taken, 
began life in 1920 as Jute Industries — a 
company formed to acquire control of 
businesses engaged in the spinning of 
jute and other fibrous material and of the 
manufacture of jute cloth, carpets and 
other commodities. The industry’s centre 
was Dundee and the company was 
virtually 100 per cent jute. 

The fortunes of the jute industry have 
varied over the years, with plastics 
superseding jute as basic sacking material, 
and problems of politics and economics 
in India making things difficult from 
time to time. Since 1966 the group has 
been in a transition stage, and in the year 
covered by the accounts transition was 
still the order of the day. 

The year, Sir John Carmichael, the 
chairman, writes ‘was devoted to con- 
solidation following the major change i in 
‘the size and diversity of the group’s 
interests which arose from the acquisitions 
made in the middle of the previous year, 
to the recovery of the fortunes of the 
Jute Industries Division, to the closure or 
improvement of those activities which had 
been making losses and to the develop- 
ment of promising new interests, particu- 
larly those involved in the servicing of 
North Sea oil and gas development and 
in tile servicing to carpet manufacturers. 
Consolidation included earnest considera-- 
tion of how best the group should be 
reorganized to meet its changed circum- 
stances’, 


Background 


The background to the accounts is that 
about half the increase in turnover came 
from the inclusion of new subsidiaries — 
South Mills (Textiles) and P. & R. 
Fleming & Co ~ for a full year instead of 
„about. five months, while turnover in 
associate companies rose. The financial 
statistics table, included in the reprint, 
has been presented in a new form to give 
a better basis for comparison, having 
regard to tax changes and to the pro- 
gressive importance to the group of the 
associate companies. 

Higher interest* rates on bank borrow- 


ings undertaken for E Be : 


affected profits, and working’ capital 
requirements at the year-end were higher 
than budgeted. Group cash flow of 


£1,993,000 and new borrowings of 


£947,000 in Eurodollar loans and in- 
creased UK bank borrowings were mainly 
applied to the net cost òf new fixed assets 
and additional investments of £ 1,676,000, 
increased working capital needs of 
£495,000, net interest of £475,009 and 
dividends at £239,000. 

The current year budget, drawn up 
prior to the power crisis, projected a good 
profit improvement over 1972-73 and 
first quarter results were on target. The 
outcome must now turn on how quickly 
the group and its associates can recover 
from the three-day week recession, 
particularly in so far as UK textile opera- 
tions are concerned. New budgets are 
being prepared i in the light of changed 
economic events not only in the UK but 
in Europe and the United States. 


Divisional basis i 


Against the background of these problems 
the group is now being reorganized on to 
a divisional basis following detailed 
examination of the group and its structure 
by Urwick, Orr and Partners and 
Sidlaw’s own senior executives. Current 
activities will be reorganized into three 
divisions: Textile Division, Oil Services 
and Engineering, Division and Hardware 
and Packaging Division. 

The first named will be much the 
biggest, with turnover of about {22-2 
million on the basis of the 1972-73 
figures, of which UK jute spinning and 
weaving would account for £97 million. 
In addition, the share of turnover of 
associate, textile companies would be over 
£7 million. ‘Management’, the chairman 
comments, ‘will entail a higher degree 
of specialization by function than has 
existed hitherto’. Some recruitment hds 
been necessary to fill certain key posts. 

Oil Services and Engineering Division’s 
turnover is not currently large but con- 
siderable growth is anticipated as use of 
the'new harbour at Peterhead is obtained 
and full use of Aberdeen facilities is 
exploited. Entry into other activities is 
expected. The Hardware and Packaging 


Division, with a turnover of some £4:6 
million on 1972-73 figures, includes the 
jute and polypropylene packaging in- 
terests, and the activities are mainly of a 
merchanting nature although’ manu- 
facture of sacks and proofing of cloth are 
involved. k 
Group board 

The link between the group board and 
each division for investment control and 
other purposes will be through the chair- 
man of each division. The group board 
will: have as its principal functions the 
establishment of the corporate purpose of 
the group, longer-term objectives, the 
basic strategies for the attainment of 
those objectives, the allocation of re- 
sources, monitoring of divisional per- 
formance against the objectives set and 
the management of the source and 
application of funds. 

Where appropriate, the group board will 
also define specific policies to be followed 
in implementing the group’s strategies in 
finance, personnel, marketing, manage- 
ment development and planning. Transi- 
tion to the new organization, shareholders 
are told, ‘will take place by stages so as to 
avoid disruption.’ Much needs to be done 
before the change can be completed. 

In the year under review £25,115,000 
of turnover was in textiles for a trading 
surplus of £1,193,000, with £4,655,000 
of turnover in Hardware and Packaging 


‘for a profit of. £207,000. North Sea Oil 


Servicing and Engineering turnover was 
£442,000 with a loss of £253,000. As the 
Scottish economy benefits from North Sea 
oil development, Sidlaw’s presently small- 
est division will have major growth scope. 


Puzzle: Find the Autos 


WO of our principal markets, hous- 
‘ ing and the automotive industry, are 
likely to be running through a period of 
reduced activity for most of this year’, 
Mr L. Fletcher, D.S.C., F.c.A., writes in 
his: chairman’s statement with the 1973 
accounts of the Glynwed group. 
For the reader, the natural inclination 
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must surely be to turn elsewhere in the ` 
report for a turnover and profit analysis. ` 


In Glynwed.it appears in the directors’ 
report as follows: -~ aooo 


2 Principal activities of the group 


The principal activities. ‘of the group embrace tho 
manufacture and distribution of components for the ` 
building industry such as copper and steel tubes and , 


fittings; rainwater, soil and drain goods. lead sheets and 
pipes, steel flooring, stalrways and handrails, plastic 
products and. extrusions, ~~ 

Heating .and cooking appliances, bathroom and 
kitchen equipment are also manufactured for household 
and industrial uses. Other activities include the manu- 
facture of hot rolled steel bats and sections, bright 
drawn steel bars and rods, hot forgings, cold forged 


bolts, bright and high tensile studs, engineering fasten- f 


ings and general light castings. 
The group also acts as steel stockholders, distributors 


of fastenings and bearings and as wholesale chemists ` 


to the retail trade. 

The following is a general analysis of the turnover of 
tho group together with the trading profit attributable 
thereto: 











r’ : Turnover Profit 
: 1973: 1973 | 
United Kingdom operations: | £000 £000 
Components for the building industry 33,654 4,221 
Household and industrial appliances 34,901 , 1,385. 
Steel and engineering 33,102 3,038 
Stockholding and distribution 53,817 5,533 - 
~ 185,474 14,177 
Overseas operations: i 
Household and industrial appliances 16, 140 1,653 
Ge . 171,614 + 15,830 


H 














Presumably the ‘automotive industry’ 
element i is.included ‘in steel and engineer- 
ing, but if. that industry is a principal 
market should it ‘not rate, for a separate 
sector in the analysis? 


IN 


Food and Inflation 


poa last year Mr G. S. Bishop, 


chairman of ‘the Booker McConnell 
group of companies, reported work in hand 
on the adoption of a system of accounting 
for inflation. This year he reports that the 
work has continued but that ‘in view of the 


appointment of the Sandilands Committee ` 


we have deferred the final preparation and 


_ publication of figures until the’ system to. 


be adopted nationally is decided’. 
“Booker McConnell operates in an area 

of escalating prices ~ the food industry. 

Mr Bishop comments: “There are no 


longer any reserves of cheap food available 


‘in the world, and world prices of many 
commodities now stand’ much higher 
than prices inside the Common Market.’ 
A significant cause of higher UK food 


prices is the slide in the value of sterling“ 


since the floating of the pound. But the 
-dominant factor is ‘the severe world food 


situation’ and the trebling of the price of S 


wheat as the result of.the failure of the 
Russian grain harvest in 1972. Production 
prospects throughout the world may also 
be endangered by oil shortage and the oil 
price. 

Many: years of experience in the 


Ministry of Food under successive Mini- - 


sters have convinced Mr Bishop’ that in 
peacetime and in times of full employment, 


I 
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both price controls and PERN subsidies 
discourage efficiency and disguise the real 


economic facts that have to be faced in the. 
- end. - 


But once the hesitant “steps ‘begin - 
towards controls 
avoidable ‘rigidities and enforcement 
problems, there inevitably follows more 
and more official intervention’. 

Mr Bishop fears that ‘too much political 


attention will be focused on trying to . 


chop the retail price by less than a penny 
in the pound and too little on measures 
necessary to raise United Kingdom and 
world food production to higher levels 
and to make sure that the overseas pur- 
chasing poyer of sterling is strengthened, 


United Biscuits 


HE Geer rise in raw 
material costs in the food industry is 


` featured in the United Biscuits (Holdings) 


review of operations with the 1973 
accounts. Pre-tax profits rose 9°3 per 


: cent to £9°75 million on a 20-1 per cent 


rise in sales to £1543 million, with less 
than half the sales rise coming from price 
increases. Margins fell from 6-9 per cent 
in 1972 to 6-3 per cent in 1973, primarily 
as a result of sharply rising world raw 


' nia costs. 


‘with all their un- ` 


‘distribution and office services. 


getting close to Mr Bishop’s point. ` 
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_A chart shows, in index terms, cocoa 
beans up from ‘130 to 290, oils and fats 
from 100 to 260, flour from 135 to 230 
and sugar, modestly, from 124 to 126 — 


_all between February 1973 and February 
1974. (the basè prices being roo in Feb- 


tuary 1971). In March: this’ year. the 
housewife paid 46 per cent more than in 
1971 for one of the company’s leading 
products, McVitie’s Digestive,. although - 
the cost of the major ingredients had 
almost doubled. 

This relationship between raw Gerd 
costs and consumer prices is due to the 
company’s policy of investing heavily 
over a number of years in a programme of 
factory modernization and rationalization 
and the installation of modern production, 
But 
margins have fallen ‘almost entirely as a 
result of Government action’. 

The view is put that any price control - 
policy imposed by government must 
‘take into account the current rather than 
historical cost of investment in deciding 


‘the appropriate level of price increases’, 


The United Biscuits review comments: 
“We'can only revert to the proper level of 


‘investment when we are reassured that 


price controls will not be permitted still 
further to erode our margins.’ That is 


WI 





SIDLAW INDUSTRIES LIMITED AND ITS SUBSIDIARIES 


ASSETS LESS LIABILITIES 


Fixed Assets ` ` f 
Interests in Subsidiary Company 
Interests in Associate Companies 
Trade Investments : 


Current Assets . . 
Stocks > ` ` ` 
Debtors and Bills Receivable 
Trade Loans 

Tax Reserve Certificates S 
Cash at Bankers and in ‘Hand 


Current Liabilities i 
Creditors end Bills Payable 
Unclaimed Dividends 
Bank Overdrafts 
Provisions for Taxation 
Provision for Dividend ` 


Excess of Current Assets over Current Liabilities 


Represented, ty: 
Issued Share Capital 
Reserves S 


WE? Unsecured Loan Stock 2003/08 y 
Loans ` 
Tax Equalisation Account 


l ‘On behalf ‘of the Board 
J. CARMICHAEL, Director 
J. M. WEIR, Director 


CONSOLIDATED BALANCE SHEET AT 28th SEPTEMBER, 1973 























Note 1973 1972 
£000 £000 £000 
1 4,413 4,063 
2 115 — 
e "8 1,388 759 
4 328 28 
6,815 
4,812 | 
, 35 
` 11.662 
4,332 
; 5 2,924 
8 57 ` 
i 202. ; 
S 7,520 
4,142 
t 40,386 
: 7 2,625 
8 4,686 
7,311 
2,000 
9 504 
_ 10 571 
10,386 
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HERE 


markets as they attempt to reflect 
conflicting views. In the short term 
there still appears to be pent up in- 
dustrial demand, with shortages of 
raw materials and components prob- 
lem as industry attempts to make up 


for time lost in the first quarter of. 


this year. 

But the view is increasingly being 
taken that production may well begin 
to overtake home orders with reces- 


sion setting in by autumn and running ` 


into 1975. On that basis a move 
towards easier credit conditions and 
lower. interest rates would be a 
reasonable anticipation were it not 
for sterling’s precarious position vis-a- 
vis rising interest rates in the. United 
States — at least in the short term. 
The bullion market sees gold un- 
certain because of official gold price 


moves, and commodity and metal. 


markets are considered to have topped 
out even if they have all not yet gone 
into reverse. 

Although, back on the home front, 
the forecast illiquidity crisis has not 
yet developed to the feared degree, 
there is mounting concern that 
liquidity problems in the property 


world will require the marshalling_ of- 


bank and investment money on lines 
similar to those needed for the fringe 
bank rescue operation. 

It is hardly surprising that the stock 
market in particular gives the impres- 
sion of a market fearing ther onset of | 
trouble. 


REDUCTION 


The Shell company’s accountants have 
gone through the motions of inflatión 
accounting on the ED8 basis, Mr 
Frank McFadzean told the company's 
recent annual meeting, and the result, 
not surprisingly, showed that Shell's 
profits in 1973 were not all that they 
seemed. In fact, net income on an 
inflation accounting basis would have 
been £540 million instead of the £730 


shown 


is not exactly a surfeit. 
of gaiety in the City’s financial. 
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in the accounts, with, the 
return on assets reduced from the 


disclosed apparent 17:3 per cent to. 


an effective. 9 per cent. One con- 
clusion that Mr McFadzean drew 
was that profits will have to be in- 
creased if funds are to be attracted 
to finance development of the much 
more capital-intensive alternatives 
to Middle East oil production: 


PROTECTION | 
There is some concern in the City at 


-the risk inherent in the present struc- 


ture of Stock Exchange control over 
stockbroking finances. The compen- 
sation fund provides ultimate pro- 
tection for the public, but that it 
does so enlarges the risk that stock- 
brokers in financial difficulties may 
attempt to gamble their way out of 
trouble. In that way the financial 
extent of failure, assuming the gamble 
is unsuccessful, becomes magnified 
and the eventual call on the fund all 
the greater. 

The liquidity requirements | under 
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Stock Exchange rules, some outsiders. 
consider, do not appear a particularly 
sound safeguard, but then what 
liquidity requirement is a safeguard 
when a business goes as irretrievably 
wrong as a ‘hammered’ stockbrokers ? 


ADJUSTMENT 


Extel Statistical Services have pro- 
duced an ‘Extel Card’ listing’ all 
publicly quoted companies that have 


_ published accounts adjusted for in- 


flation.. The card shows that 16 com- 
panies have so far followed the ED8 
procedure and a further 17 companies. 
have used other methods of adjust- 
ment. 

Extel intends to publish quarterly 
until further notice an inflation ac- 
counting card with brief detail of the 
effects of adjustment on the com- 
panies. Subscribers to the Extel British 
Card Service will receive the cards 
free of charge. Others may obtain 
them by return of post by sending 
50p to Extel Statistical Services, 37-45 . 
Paul Street, London EC2A 4PB. 


Rates and Prices 


Closing prices, Tuėsday, SE 30th, 1974 


- Bank of England Minimum Lending Rate 


Savings 3% 65-75 .. Se ge « 92 


Money Rates 


July20,1973 .. 9% Jan.4,1974 ..123% Daytoday .. 11 -113% Bank Bills 
July 27,1973 ..114% Feb.1.1974 ..123% 7days. .. 114-115% 2months 134-138% 
Oct. 19,1973 ..114% April5,1974 ..123% Fine Trade Bills 3months 134-134% 
Nov. 13,1973 ..13 % April11,1974 ..12% | 1month .. 13§-14 % 4months 138-134% 
2months .. 13§-14 % 6months 133-1334% 
. 3months .. 13§—-14 % 
Finance House Base Rate 
May 1st, 1974. 15% , Three Months’ Rates 
Local authority deposits .. 134 -133 % 
A S g Local authority bonds 134 -13 % 
FT Industrial Ordinary Index Sterling deposit certificates _ 138 -134 % 
April 30th, 1974. 297-9 . Euro-sterling deposits 1648-175% 
Lon Euro-dollar deposits 114 -12 % 
Treasury Bills’ ; Foreign Exchanges 
Feb.22 .. £11°8171% Mar.29.. £11-9815% New York.. 24250 Frankfurt .. 5-9400 . 

Mar? .. £11-9290%, April5 .. £11-6518% Montreal .. 23287 Milan . 1540-50 
Mar.8 .. £11-9461% April11.. £11-4688% | Amsterdam 6-2875 Oslo 12-9300 
Mar15 .. £11-9124%  April19.. £11-4561% Brussels .. 91-6000 Paris 11:8150 

~ Mar.22 .. £11-9649% April 26.. £11-4830% Copenhagen 14:2775 Zürich 7:1000 

. ~ Gilt-edged , £ 
Consols 4% e 278 Treasury 9% 1994 e 644 
Consols 24%.. €.. Se Se  "17Zé Treasury 84% 84-86 dr ay wed HSE 
' Conversion 34% l. .. Sg Se 243 Treasury 84% 87-90 am > ties +» 66% 

- Conversion 54% a Së wa . G98, Treasury 64% 1976 gl ite «. 89% 
Funding 34% 99-04 xs Fe E 294 . Treasury 34% 77-80 de Se . 683 
Funding 54% 78-80 D Ce 74 Treasury 34% 79~81 e e , 653% 
Funding 54% 82-84 a ia . ` 634 Treasury 5% 86-89 ie Es ,, 46% 

_ Funding 53% 87-91 deg ep .. -, 48% Treasury 53% 08-12 a ae .. 394 
Funding 6% 1993- .. i% Sg ` 482 Treasury. 2398. es ae an +. 17 
Funding 64% 85-87 SN Sa . 59 Victory. 4% .. Le sie re . 953% 

War Loan 34% e E Gane “ibe (28%. 


Retail Price Index (Jan. 1962=100) 


Jan. Feb. Mar. April 


May June 


July Aug. Sept. Oct. Nov. Dew 


1971 147-0 147-8 149-0 152-2 153-2 154-3 155-2 155:3 155-5 156-4 157-3 158-1 


1972 


-159-0 159-8 160-3 161-8 162-6 163-7 1642 165:5 166-4 168-7 1693 170-2 


1973 171:3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 181-8 185-4 186-8 188-2 


1974 191-8 195-1 196-8 
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Haddock v. Wilmot Breeden Ltd 
In the Court of Appeal ~ February 22nd, 1974 


(Before Lord Justice RusseLL, Lord Justice Cairns and Lord 
Justice Stamb) 


Income tax — Subvention payment — Principal company and two 
subsidiaries — One subsidiary undertook to eliminate indebtedness — 
Indebtedness transferred to that subsidiary — Issue of shares to 
appellant company by debtor company — Agreement to bear deficit 
of debtor company — Agreement stating that the appellant company 
had paid a sum of money to debtor company — No payment made — 
Whether writing down of capital should be treated as payment — 
Whether amount of payment was different between value of shares 
obtained and loss incurred in writing-down — Finance Act 1953, 
section 20, - 


The appellant company (WB) and CIM were subsidiaries of 
Wilmot Breeden (Holdings) Ltd. CIM made heavy losses. 
Holdings was anxious to save CIM, and so were four other 
companies. An agreement (the protocol agreement), was made 
for the four other companies to lend CIM a total sum of 
r0 million francs, interest free, by way of advances against 
supplies; and Holdings undertook to cause CIM to increase 
its capital in consideration of the cancellation of advances which 
Holdings had made to CIM to a total of 30,757,000 francs; 
and when that had been done Holdings was to cause the new 
capital to be reduced in accordance with the loss appearing in 
the balance sheet of CIM, at December 31st, 1963. 

Although under that agreement Holdings was to eliminate the 
indebtedness of CIM, it was WB the appellant company, that 
proceeded to do so. Prior to July rst, 1964, the indebtedness of 
CIM to the group other than WB itself had been transferred-to 
WB. By an agreement dated July rst, 1964 (the shares agree- 
ment) between WB and CIM the former transferred to CIM 
the sum of 24,400,000 francs being the greater part of the total 
indebtedness of CIM to WB itself. This transfer was satisfied 
by the issue to WB of 244,000 shares of 100 francs each fully 
paid up. 

By an agreement dated September 15th, 1964 (the subvention 

agreement) between the same two companies WB agreed to 
bear the deficits of CIM. It was stated in this agreement that 
WB had paid to CIM £1,567,798 being the equivalent of 
21,635,611 francs with intent that that payment should be a 
subvention payment. It was conceded in argument, however, 
that this statement about the £1,567,798 had no foundation in 
fact. . 
-It was contended for the Revenue that the payment for the 
244,000 shares above-mentioned by the extinguishment of 
CIM’s debt was a payment for shares, and could not also be a 
subvention payment; and that in fact no subvention payment 
had been made. i - : 

It was contended on behalf of the appellant company, WB, 
that the obligations incurred by WB were twofold: (a) to‘cancel 
advances by issuing new fully paid shares of CIM; (b) to reduce 
this new capital in accordance with CIM’s losses; that the shares 
agreement discharged (a) but not (b); that (6) was carried out by 
WB concurring in the writing-down of the capital of CIM; and 
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that that involved a loss which should be regarded as a payment 
under the subvention agreement. 

The loss was quantified in this argument by taking the 
indebtedness of CIM at 24,400,000 francs, and with WB 
having held 11,520,000 shares in CIM and finishing up with the 
debt discharged and holding 14,368,000 shares in CIM. Taking 
the shares in each case at par, WB’s holding had increased by 
2,848,000 francs, and had cost 24,400,000 frants by the 
extinguishment of the debt owing to WB by CIM. Therefore 
WB lost the different, i.e. 21,552,000 francs, the equivalent of 
the £1,561,739 which was claimed as the amount of the sub- 
vention payment. 

The Special Commissioners decided in principle in favour of 
the appellant company. 

Held (affirming the judgment of Mr Justice Goff): there 
was no enforceable contract under which Wilmot Breeden 
had to bear losses of CIM;.and that the payment by 
Wilmot Breeden was in fact a subscription for shares. 


Cochrane’s Executors v. Lord Advocate 

In the Court of Session — March 1st, 1974 

(Before the Lord President (Lord Est zs), Lord CAMERON and 
Lord AVONSIDE) 

Capital gains tax — Testamentary trust — Of whole estate - Pur- 
poses for payment of debts and expenses, pecuniary legacy, and 
to make over to testator’s son his agricultural estate ~ Residue to 
the son — Death of testator - Whether assessable person should be 
trustees or residuary legatee — Finance Act 1965, sections 20, 22 ~ 
Finance Act 1969, Schedule 19, paragraph 9. 
The testator died on February 11th, 1967, having executed a 
trust disposition and a settlement on November 14th, 1960. In 


‘terms thereof he nominated three persons to be his trustees and 


executors, and conveyed to them as ‘trustees aforesaid’ his whole. 
means and estate in trust for a number of purposes. These 
purposes were: 

(1) for payment of the testator’s debts and certain expenses 
including the expenses of the trust; 

(2) for a legacy of £10,000 free of duty to the testator’s daughter; 

(3) to convey to the testator’s son, Peter, as his absolute 
property his agricultural estate of Rusko; 

(4) to convey to the same son, who survived his father, ‘the 
whole residue and remainder’ of the testator’s means and 
estate. 

It was not in dispute that the right to. residue vested in the son 
a morte testatoris. The executors sold some of the stocks and 
shares subject to the trust in order to enable them to deal with 
(1) and (2) of the purposes above. 

An assessment to capital gains tax was made on the executors 
and they contended that their acts in relation to the particular 
assets which resulted in chargeable gains should have been 
treated as acts of the residuary legatee, the testator’s son Peter. 
It was contended for the Revenue that at all relevant times the 
assets disposed of by the executors were held by them as 
executors and not as trustees. 

The Special Commissioners decided in favour of the Revenue. 


Held: the Special Commissioners’ decision was correct. 


Bank Line Ltd v. Lord Advocate 

In the Court of Session — March sth, 1974 

(Before the Lord President (Lord Emstiz), Lord CAMERON 
and Lord AVONSIDE) 


Corporation tax — Ship-owning company — Investment funds — For 
ship replacement — Whether trading income — Finance Act 1965, 
sections 53, 58. 


-The company, a ship-owning company, replaced the ships in 


its fleet from time to time as necessary; and since the company’s 
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incorporation in 1903, its policy had been to finance these re- 
placements out of its own generated funds. There was only one 
occasion when this policy was departed. from, and that was in 
the 1920s, when a loan was obtained under the Trade Facilities 
Acts. The average age of the fleet at December 31st, 1969, was 
nine years, and the normal economic life of each vessel was taken 
to be approximately 20 years. 

Money not required for immediate use was invested in 
government securities and short-term deposits with local 
authorities, so as to be available to meet requirements for 
replacement of the fleet. The interest arising from these invest- 
ments amounted in the three years to December 31st, 1967, 
1968 and 1969 to £537,586, £777,514 and £1,244,001. 

The company was assessed to corporation tax including, for 
the accounting periods ending December 31st, 1967, 1968 and 
1969, sums which included the amounts of interest at those dates. 
- It was contended for the Revenue that those amounts were 
not trading income within the meaning of section 58 of the 
Finance Act 1965. It was contended for the company that in 
computing its trading income for the purpose of relief for trading 
losses under section 58 (1) of the Finance Act 1965, the amounts 
of interest fell to be treated as if they were income of the 
company’s trade for each of the years in question. 


The Special Commissioners decided in favour of the Revenue: ` 


Held: the Special Commissioners’ decision was correct. 


Bowie v. Reg. Dunn (Builders) Ltd 


In the High Court of Justice (Chancery Division) - 

March 6th, 1974 

(Before Mr Justice BRIGHTMAN) 

Trade ~ Building company — Land purchased by controller — Com- 
pany acquired his business and assets including that site — Sale to 
outside company at a profit — Whether the site an investment or 
trading stock. 


Prior to the formation of the company in 1957 Mr Reginald 
Dunn had carried on business as a speculative builder acquiring 
suitable land, constructing roads and other services, and building 
houses which were sold to owner occupiers. When the company 
was incorporated, he retained as personal investments a number 
of houses which he had built before 1939 and had let to tenants. 
On December 2ist, 1955, Mr Dunn had agreed to buy 19 acres 
of agricultural land in Yorkshire. The price was £4,500 and a 
deposit of £2,000 was paid on the signing of the contract, 
and the completion date was May 1st, 1957. Mr Dunn’s purpose 
in buying this piece of land was to erect a house for his own 
occupation and to provide a smallholding for his son, Mr A. 
Dunn. On August 24th, 1956, Mr Reginald Dunn made an 
application for outline planning permission to erect the house 


but the application was rejected as contrary.to the development 


plan. Mr Dunn also discovered that pollution from a neighbour- 
ing cement works would make the land unsuitable for growing 
crops, and he therefore abandoned his original intention and 
acquired a different piece of land for his new house and for the 
smallholding. 

The company was incorporated on January 3oth, 1957, at the 
instance of Mr Reginald Dunn. The signatories to the memo- 
randum and articles of association were Mr Reginald Dunn and 
his son Jack, and they were also the sole directors and share- 
holders ; and 2,000 fully-paid shares were allotted to Mr Reginald 
Dunn and 1,000 to his son. The company’s main objects were to 
acquire as a going concern and carry on the building business 


then carried on by Mr. Reginald Dunn together with all the. 


assets used’ in that business. The company was also authorized 
to carry on land dealing. dë 

On January 31st, 1957, Mr Reginald Dunn ceased to trade 
and the company acquired his business and all his land except 
his private residence. The assets inclidéd the pre-war house 
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and also the land for which Mr Reginald Dunn had contracted 


- in 1955, less a small portion which -had been sold, and the 


company paid the balance of the outstanding purchase price 
of that land (the appeal site), and it was conveyed to the com- 
pany. On February 26th, 1958, the company applied for per- 
mission to erect 180 houses on the appeal site, but the 
application was refused .and an appeal to the Minister of 
Housing and Local Government was also refused. The company 
approached the neighbouring cement works in order to sell the 
appeal site but without success; but on September 8th, 1958, 
the appeal site was conveyed to another company at a price of 
£42,000. The surplus obtained by the appellant company was 
therefore approximately £38,000. In the company’s accounts 
prepared before the sale of the appeal site, it was shown as a 
fixed asset and not as trading stock. Also the company bought 
a cinema in 1961 for about £8,500 and sold it two ygats later at a 
profit of approximately £5,000, this profit being shown in the 
accounts as a trading profit. . 

It was contended by the company that Mr Reginald Dunn 
had acquired the appeal site as an investment, that the intention 
to treat it as such was maintained by the company; that the 
sale of the appeal site happened fortuitously and had not been 
sought by the company; and that the application for planning 
permission was merely a prudent commercial course to improve 
the value of the investment. Se 

It was contended for the Revenue that the company had 
acquired Mr Reginald Dunn’s rights under his contract for the 
purchase of the appeal site in order to use it in connection with 
the company’s principal activity, namely, the erection of houses 


.for sale; and that the appeal site was trading stock of the 


company. . 
The General Commissioners decided in favour of the company. 
Held: the General Commissioners? decision was not correct, 

and the appeal site, was trading stock of the company. ` 


Murphy v. Ingram 

In the Court of Appeal — March rath, 1974 ` i 

(Before Lord Justice RussELL, Lord Justice BucKLEY and Lord 
Justice ORR) : 

Income tax — Child relief — Married daughter — Earning more 
than specified amount in fiscal year — Citing of law reports - Income 
Tax Act 1918, All Schedules Rules, Rule 16 — Income Tax Act 
1952, sections 212, 354 — Finance Act 1963, section 13. 

The taxpayer had a daughter, Eileen, who was. born in 1946 
and who was a student at the University of York. She finished 
her studies there in June 1969, and married in the following 
month. In October 1969 she began work as a teacher. From the 
date of her marriage until the end of that fiscal year her income 
was more than: £270, 

The taxpayer claimed child allowance in respect of the 
daughter for 1969~70. He contended that as, by section 354 of 
the Income Tax Act 1952, a married woman’s income was 
deemed to be that of her husband, the daughter did not have 
an income for that fiscal year in excess of {115 within section 
212 (4) of the Income Tax Act 1952 as amended by section 13 
of the Finance Act 1963, as her income.was for income tax 
purposes income of her husband. He also contended that when 
his daughter married she ceased to be a child for the purposes: 
of section.212 (4); ES , , 

It was contended for the Revenue that section 354 of the 
1952 Act altered the previous position; and that the new section 
operated only as between husband and wife and the Inland 
Revenue. g i dÉ 

The General Commissioners decided in favour of the - 
Revenue. , . dë 

Held (reversing the judgment of Mr Justice Megarry): section 
354 of the Income Tax Act- r952 did not apply to this case. : 
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f Delays: at t Compania House 


Str, — May I correct a number of inaccuracies in Mr Cork’s 
letter (April e5th issue) about delays at Companies House. 

The actual period during which certain company. files are 
away from the office for filming ‘is in fact three days, added to 
which a relatively small number of files are taken out of normal 
circulation for two days pending despatch to the filming unit. 


For truly urgent cases, however, special arrangements are-in. 


force whereby a particular file can be retrieved and made 
available.for public search within twenty-four hours. ` 

Owing to the. shortage of space at Companies House, finan 
is being carried: out ‘in government buildings at Eastcote by 
our own staff:(not an outside contractor). Moreover, filming 
of thè” ‘company filés has not just begun but did, in. fact, start 
on Oétober: 1st,’ 1973, since when over 120,060 files have been 
filmed ‘without, I venturé to add, any undue disturbance to the 


searching. ‘public. ‘Incidentally, the order of filming is not. ) 







SE but is in descending order of company number ~ 





As many of your’ téaders will be aware, the deio to micro- 
film company records was.taken some time before the move of 
part of the Companies House operations was ever contemplated 
and resulved from an intensive study, which -began ‘in’ 1970, 
into the feasibility of such a project. 

Finally, may I assure Mr Cork, and. all other users of Com- 
panies House, that the Registrar and his staff have their needs 
very much in mind and acknowledge the many unavoidable 
deficiencies in the service we are currently able to provide’.to 


the public searcher. Indeed, it is primarily to improve this - 


service that the microfilm scheme is being introduced and the 


co-operation we are réceiving from the seatching public during `- 


-its implementation is truly appreciated. - 
Yours faithfully, 
A. F. GILMOUR, 


Deputy Registrar, d 


London ECI.. COMPANIES. REGISTRATION OFFICE. 


Distributions for Cormoration Tax 

Sir, — A few weeks ago I had cause to consider very carefully 
indeed the circumstances in ‘which convertible loan stock in- 
terest would be a distribution for corporation tax. I came to 


the conclusion that section 233 (2) (d) (ii) of the Taxes Act 1970, 
as amended. by section 106 and Schedule 22, paragraph 3 (i), 


of the Finance Act 1972, means that. all convertible loan stock. 


interest is a distribution. . 
This situation, whilst a logical change on the introduction of 


the imputation system to prevent avoidance of tax by the device . 


of using convertible loan stock in place of further shares, was 


unexpected; subsequent inquiries reveal that other people are:. 


surprised. If I am correct, it is a matter of considerable import- 
ance to those companies who would be affected as this cor- 
poration tax liability will be PEN higher th than at present; 


Ze 


ACCOUNTANT 


workin _ backwards from the’ most. recent incor- ` 
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ee a number of investment companies may henefit 
from a larger amount of franked investment income, but on 
balance the Exchequer would probably gain. 
.. The English construction of the sub-clause uses two alter: 
natives as definitions: 
The word ‘or’ is used in each erase; the word ‘or’ is 

also used to join the two alternatives together. a 

So far sò good, but the sub-paragraph which is one sentence’. 
concludes with a proviso which includes the qualifying words i in. 


.brackets ‘(in either case)’. 


‘If these words bad been ‘(in. any case)’, then the meaning. . 
would be completely clear of doubt; as it is, in my view ‘in - 
either case’ can only meen in either. of two cases. Hence the 
proviso: must either apply to the two alternatives, taking each 
alternative as one situation, or apply the two situations in.the 
second alternative. 

As a matter of plain English, I have chosen to accept that the : 
proviso applies to the two situations in the second alternative on 
the grounds that the word ‘either’ must relate to the last ‘or’ 


‘immediately preceding it. 


. „My purpose in writing in- detail is to enable those affected to 
be alerted of the point and hopefully to be able to read in a later . 
issue what effect the ‘either’ has and precisély how the legal mind . 
attives- at the authoritative solution. . 
: Of course, if the authorities intend to curtail tax avoidancė 
by the use of convertibles, the professional ‘ripost is obvious. ` 
However, that is another i issue, ; S : 


-Yours faithfully, 


A F. EVANS, 
. Director, 
` Worcester. - ‘Tae Marin MANAGEMENT SS Lon. 


GE ER Ke 


Budgeting for Social. Unity? 


` Sir, — Mr Hibbert’s letter (April 25th issue) while purporting 


to contradict my letter of April 4th, in fact confirms it. My 
complaint was that the C80 ‘constant price’ figures, which . 
indicate changes in’ volume’ of output, are treated by them as “` 


‘indicating changes in national income, i.e., growth. And Mr 


Hibbert. admits in his letter that — as I contended — the volume 
figures currently require correction by reference to the sharp 
decline in the terms of trade. Otherwise, their growth figures ` 
are — as at present — seriously distorted. 

As regards ‘lack of understanding’, it is pertinent. to indicate. 
(os I have to Mr Hibbert) that the CSO ‘constant price’ cal- . 


`- culations of national income do not conform to Adam Smith’s. 


immortal concept: ‘. . . which consist always in the produce of 
that labour or what is purchased (my italics) with that produce . 
from other nations.’ gé 
Perhaps ' even more pertinent is their lack of conformity with 
the basic éoncept so lucidly stated in the first sentence on page 1 . 
of the CSO book, Sources and Methods: “The national income is’ 
a measure of the money value (my italics) of goods and services 
becoming available to the nation from economic activity.’ 


Yours faithfully, 


Cheam, Surrey. _ JACK CLAYTON, F.c.a. 


All Chiefs, No Indians? 


Sir, — I read with interest your editorial, ‘All Chiefs, No 


Andians?” (April 18th issue). As a registered student of a major: 


accountancy body and an educationist, I was rather perturbed 
by the contents of the article. 


‘The-major bodies — with the exception of the English In-_ o 
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E E Nowbigger starting 
<- pensionsforyour ` ` 
Self-employed clients. 


An even bigger reason to recommend Time Assurance 





Your self-employed clients can now 

receive an even bigger starting pension with 
a Time Assurance Personal Pension Bond. 
And if they wish, can commute part of this 
pension for a substantial Jump sum on 

. retirements «°° 


Example ~ 

A man aged:40 next birthday, saving £300 
annually for a Pension Bond, can now receive an 
increased pension of £3,341 om retirement and 
continue receiving this sum annually for life. Or 









Amount of pension (to nearest £) for men retiring at 65 paying a 
premium of £100 a year from different ages of entry including 
estimated bonuses based upon current rates. 















Pension at age 65 Cash option at age 65 



































Total Pension Adjusted 












at 65 with Total 
pin oie estimated Tax-Free Pension at 
Pension bonus— Cash Sum age 65— 
payable payable 


for life „tor life 












If you select age 65 as your retirement age then the figura shown in 
column 3 is the pension which will commence on your 65th birthday. 
The figures in the final 2 columas show the tax-free lump sum and revised 
pension at present rates, if you choose to commute part of your normal 
pension for cash, 
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he could take a tax-free lump sum of £7,440 and an 
annual pension of £2,480. 

Fixed or rising pensions ` 

As well as our new fixed pensions we are continuing to 
offer pensions that rise each year after retirement with 
bonus additions. Your clients do not have to makea 
choice until just before retirement (this option does of 
course apply to existing policy-holders). 
Tax relief , 

Tax relief is available on every penny saved for retirement, 
because premiums come off the top of earnings reducing 
taxable income. This means that, for basic rate taxpayers 
a premium of £100 would cost just £70. And higher rate 
taxpayers could claim as much as £75 tax relief for every 
£100 saved. 

Benefits for your clients and you 

Bigger starting pensions—plus tax relief and many other 
benefits for your clients—and a realistic commission for 


` you. This is what it means when you recommend Time 8 
- Assurance Personal Pension Bonds. Return the coupon 
. now for details and a full set of rates for men and women 


at all ages. 


TO. TIME ASSURANCE SOCIETY | 


TO: TIME ASSURANCE SOCIETY j 
i 56 Moorgate, London EC2. Tel. 01-628 7546/7. 

Manchester Office: 12a Piccadilly, Manchester 1. I 

Telephone: 061-624 7299/061-624 9955. l 

Scottish Office: 6 York Place, Edinburgh 1. Tel: 031-556 3895. I 

l 

l 


Please register me/us as Agent(s) of Time Assurance Society, 
and send a supply of Pension Bond literature. 


l 

| 

l 

l 
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stitute, who aren 
need for the accountancy technician. However, if the proposals 
materialize, we shall have further disparity in qualifications and 
‘professional status at a newly-recognized professional level. 
— We have the Association’s proposal for the formation of the 
~ Institute of Accounting Staff, the ICMA with its affiliate grade 
and the CIPFA accounting technician grade of membership. — 









Studies scheme, including the English Institute, who hitherto 


Ordinary and"Higher National Certificate and Diploma schemes 
- have been in operation for a number of years, and have provided 
many persons with foundation-type courses for further study in 
_ accountancy. The machinery for technician training therefore 
exists in further education; so would this not be a first-class 
opportunity for the bodies to foster a pilot scheme for technician 
training on a joint basis? This could be administered in similar 
manner to the J.DIP.M.A. — what of the concept of a ‘J.cERT.A.T.’ 
(Joint certificate, accountancy technician), which may improve 
relationships for further steps towards integration? 
Whatever the outcome of the present proposals, I have many 
colleagues in further education who are looking forward with 





The European Community in the World 
by RicHarp BAILEY. 
` . Hutchinson, £3°50; paperbacks, £1-95. 

The first year of life within the European Economic Com- 
munity has not strengthened the support for that body from the 


British electorate. On the other hand, it is doubtful whether 
many of the public recognize just what the potential of Britain 


within the EEC, in exerting influence on world economic. 


developments, could be. 

This study by a regular contributor to The Accountant, 
whose articles on EEC matters will be familiar to many readers, 
deserves a wider readership than it will probably get. It is 
‘clearly written and free from economic jargon; it will enable 
the intelligent layman to understand both the importance and 
complexity of the negotiations between the EEC and the USA 
on trade as well as the EEC’s policies vis-d-vis other regional 
blocs, in particular the Third World and Comecon. For anyone 
who wishes to follow the future development of the EEC and 

< dts external relations, this book is essential reading. 


Finance of Foreign Trade 
by G. SYLVESTER-EVANS 
Pitman, paperback, £1-50. 


Sub-titled ‘Examination questions answered’, this short text 

provides answers and a commentary on a wide selection of 

questions on this subject which have appeared in the examina- 

tions of the Institute of Export and the Institute of Bankers. 

¿Any student working for such an examination will undoubtedly 

find the booklet helpful, both in terms of the information pro- 
> vided and the comments on the questions. 





ntirely happy ~ accept the concept of and the 


It seems that all favour a revision of the ONC Business” 


have afforded little if any recognition to this award. The 





interest to making their contribution to th 
accountancy technician. 





Yours faithfully, 


P. E. DUNN, A.c.B.1., A.LD.P., HN.C., CERT.ED 
Senior Tutor, Business Studies, 
BisHop Burton COLLEGE OF AGRICULTURE 











Beverley, Yorks. 





























Sir, — How! Institute of Book-keepers heap big provid 
Injuns for chartered accountant chief! since 1916. Unfort 
Clean Air Act prohibit smoke signals in City of Westmins 
so communication from Walter House reservation one end 
Strand to The Accountant encampment at other end hig 
difficult. Unfortunate omission of any reference to IBK t 
in second leader of April 18th accordingly excusgd. be 
Belated reference in pow-wow columns now requested, « 
editorial scalp in peril. 
Yours faithfully, 
D. W. BRADLEY, F.c.1.8., M.INST\A 
Secretary, 


London WC2. INSTITUTE OF BOOK-KEEPE 


Hidden Costs of Taxation 
by C. T. SANDFORD, 


Institute for Fiscal Studies, paperback, £2. 


Readers may recall an article by Professor Sandford in- 
Accountant for September 6th, 1973, dealing with the su 
matter of this book. The study is sponsored jointly by 
Social Science Research Council and the P.D. Leake Trus! 

Data from which the author draws his conclusions are deri 
from surveys of taxpayers, accountants and other tax advis 
They suggest that the costs of operating the current dir 
tax system is between 4 and 6 per cent of the revenue rais 
a sum equal to a further 4 per cent is also paid by taxpayers 
their advisers. B 

Readers of this journal may well concur with the findings 
that both avoidance and evasion are tending to increase, whi 
many taxpayers have difficulties in coping with the tax system 
giving rise to errors which create inequalities between 
payers. All will agree with Professor Sandford that there 
need to simplify the personal tax system and to provide advi 
for those in special need, e.g., the retired. He would also like 
see appointed a special committee of inquiry on evasion a 


avoidance. 
RECENT PUBLICATIONS 


MODERN INTERNAL AUDITING, third edition, by Victor Z. Brin 
James A. Cashin and Herbert Witt, xi+795 pp. 9 x 6, Ronal 
Press, New York. 

AFTER THE Apacus, by Bill Harper, 279 pp. 946}. Allen 
Unwin, £475. Kë 

COUNTER INFLATION STAGE THREE, by W. B. Deadman, St 
A.c.s., and P J. Hockey, F.c.a., ATI, 40 pp. 84X 
Farringdon, £1. : 

Dess, CREDITS, FINANCE AND ProFits, by Harold Edey an 
B. S. Yamey, viii+-163 pp. 10 x 6. Sweet & Maxwell, £375- 

Gore-BRowN ON COMPANIES, first supplement to forty-secon 
edition, 10 x 6. Jordan, £2-50. S 

DUTIES AND LIABILITIES op THE CPA, by Denzil Y. Causey, Jr. 
xvii+271 pp. 11 x 83. Bureau of Business Research, Universit 
of Texas at Austin. : 

Company Insurance HANDBOOK, under the editorship of 
Association of Insurance Managers in Industry and Com 
merce, xvit+339 pp. 9x 6. Gower, £6-s0. ; 


These books may be obtained from, or through, Gee & Co (Publish 
Ltd, The City Library, 151 Strand, London WC2R 1JJ. 
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HE attitude of accountants of different 
T bodies to one another and the attitude 
of one profession towards another were 
riticized by Professor J. R. Small, 
8C.(ECON.), F.C.C.A., J.DIP.M.A., a Council 
ember of The Association of Certified 
ccountants and Vice-Principal of 
Heriot-Watt University, speaking at the 
scent eleventh Certified Accountant 
tudents’ Residential School held at 
College, Oxford. 

He described this as arrogant, and even 
uggested that accountants, as a whole, 
were arrogant in thinking they knew the 
answers to everything, which led to a 
proliferation of rule-making bodies. The 
Accounting Standards Steering Com- 
ittee, continued Professor Small, was 
aking rules, but so were the UEC, the 
nternational Accountants Study Group, 
e International Accounting Standards 
ommittee, as well as individual societies 
t institutes in each country. There was a 
anger that the real rules would be made 
‘Brussels by the lawyers. 


leansing the profession 


Looking to the future, he suggested that 
there should be a cleansing of the profes- 
sion from activities other than auditing 
gained over the years to that of a ‘pure 
profession’ (as in Spain), a widening of 
the audit to the ‘social audit’ and, per- 
maps, by a different sort of auditor. 
‘There should also be the will and ability 
of accountants to adapt over the next ten 
years and to take up the challenge of this 
change. 

‘Before we can solve our problems’, 
aid Professor Small, ‘we must settle 
hat those problems are. We have, as 
yet, not done this’. 

The school was, as in previous years, 
under the able direction of Mr D. R. 
Dawes, F.C.C.A., F.T.LI„, who in his 
ytroductory address welcomed the then 
resident and Vice-President of the 
ociation, Mr T. O. W. Newman, 
GA, FCIS, and Mr G. H Rees, 
ECCA, F.CLS., FILL, together with 
Mr E A. Lediard Smith, F.c.c.a., a 
Past-President of the Association and a 
egular attender of the School. Later, a 
presentation was made on behalf of the 
organizing committee to Mr Lediard 


Are Accountants Arrogant? 


Certified Accountant Students’ Oxford School 


Smith in view of his pending retirement 
from the Council as reported in. The 
Accountant of April 18th. 

Speaking at Guest Night dinner at which 
the Lord Mayor of Oxford, Mrs O. Gibbs, 
was present with her husband, Mr E. R. 
Gibbs, F.c.c.a., the President, Mr 
T. O. W. Newman, emphasized his belief 
in the necessity of the accountancy profes- 
sion in the British Isles speaking with one 
voice in the context of Europe. 

The Association’s students were, he 
said, the profession's future members and 
held the key to this future. ‘Integration 
had not succeeded, but one way or 
another, union of the profession was 
urgent for the sake of the British position 
in the EEC.’ 


The Netherlands Scene 


Mr J. P. van Rossem, a member of the 
Instituut van Registeraccountants and a 
lecturer at Amsterdam University, then 
gave students a comprehensive survey of 
the training and structure of the profes- 
sion in the Netherlands. Few accountants, 
he said, were able to commence practising 
before the age of 30. He went on: “The 
professional accountancy body in The 
Netherlands — the Nederlands Instituut 


Registeraccountants (NIVRA) — was 
instituted in 1967 by the Registeraccount- 
ants Act. Members of the NIvRA are 
accountants who are registered in an 
official public register.’ 

Only those who had passed an ac- 
countancy examination either at a Dutch 
university or with NIvRA could apply for 
registration as a registeraccountant. Other 
qualifications, obtained elsewhere, did 
not give a right to registration. 

As an accountancy body under public 
law, Mr van Rossem said that the NIVRA 
had the power of making bye-laws, 
which were binding for all register- 
accountants. Under Dutch company law 
only registeraccountants and those foreign 
accountants who had the consent of the 
Minister of Economic Affairs were quali- 
fied for the auditing of annual accounts of 
certain enterprises - mainly public 
limited liability companies and large 
private limited liability companies. 


Work limits 


Mr van Rossem went on to draw attention 
to the recent new Act passed by Parlia- 
ment which created a register of so-called 
‘accountants-administratieconsulenten’. 
‘Accountants’, he said, ‘who do not have 
the professional level of registration as 
registeraccountants are included in this 
register. Accountants-administratiecon- 
sulenten do not carry out any audit 
function; they are not allowed to do 
statutory audits or to make public state- 
ments as to the accuracy and fairness of 
financial accounts. Their specific func- 
tion is to act as independent administra- 
tors and advisors for those enterprises 
that do not have a need for the audit of 
their accounts.’ 

As in previous years, members were 





The President of the Association, Mr T. O. W. Newman, F.C.C.A., F.C.LS., (centre): relaxes 
during a break between sessions with (/eft to right) Mr D. R. Dawes, F.C.C A, F.7.1.1., Chairman 
of the organizing committee, Mr J. P. van Rossem, a guest speaker at the. school, and Mr 
D. Goch, F.C.C.A., A.M.B.1.M., member of the organizing committee. 



















streamed into their relative five stages of 
tudy and intensive tutorials were pre- 
“sented on such subjects as economics, 
auditing and investigation, taxation, and 
company law — all of which were inter- 
"— spersed with some very testing case 
_ studies. In addition, a special session was 
conducted by. the legal ‘partnership’ of 
"Mr R. Ray and his wife Mrs M. Ray on 
. "Estate duty and the Revenue aspects of 
< creating a settlement.’ 


















PEERING AHEAD 
IN BIRMINGHAM 


Ara time when the Institute is advancing 
somewhat cautiously from its stance of 
neutrality on many issues and busying 
itself with questions of training, educa- 
"tion, salaries, and the future of student 
‘societies, Birmingham students were 
privileged recently to receive an up-to- 
date report on. developments within the 
profession from the President of The 
Institute of Chartered Accountants in 
England and Wales, Mr E. Kenneth 
Wright, M.A., F.C.A. 
_ In an informal discussion which 
touched upon many current issues, Mr 
Wright outlined the reasoning behind 
¿= much Institute policy, pointing in par- 
ticular to the notable progress on the 
training record and the accreditation of 
; principals. 
` ` Asked about the likelihood of renewed 
` moves towards the integration of the 
profession, Mr Wright admitted that 
his emotional reaction still led him to the 
belief that chartered accountants re- 
mained the ‘crème’. 
With ‘98 per cent of public audits 
under their belts, it was clear that in- 
“formed opinion recognized this too. 
_ Intellectually, however, he felt that inte- 
gration must come. The ‘inevitability 
> of gradualness’ would ensure that it 
“would! 

Mr Wright’s other remarks dealt with 
the Solomons report — expected later 
this year. He predicted that the report 
would recommend a four-year period of 
training for the profession — two years 
of theoretical study at college, followed 
by. two years in the office of a practising 
chartered accountant. 


ROGER LINDSAY. 


FOR C.A. 
EXAM 
PASSES 













Tuere should be a more effective control 
of the committee of the Liverpool Char- 
tered Accountant Students’ Association 
by members at an early stage in the nomi- 
nations to the committee. This is the 
theme of an outspoken leader in the 
Association’s second issue of Contra — a 
magazine which, as announced in 
‘Roundabout’ on February 28th, has 
been launched to improve relations 
between the committee and members. 
The author of the leader is Howard 
Hackney, a member of the magazine’s 
editorial board and of the Association’s 
committee. Under Liverpool CASA’s 
present rules its committee is virtually a 
self-perpetuating oligarchy. But, accord- 
ing to Howard Hackney, those nominated 
for office should stand up and say what 
they stand for before they are elected. 
Prior to the recent annual general 
meeting (‘Roundabout’, March atst), a 
number of members supported a move to 
change Liverpool’s rules and force can- 


Liverpool's Rules Slammed | 





didates to contest an election. This 
action was thwarted by the existing rules. 
To change them Would require the pe 
mission of The Institute of Chartered 
Accountants in England and Wales, whic 
could take several months. 

Continues Howard Hackney: ‘Accept- 
ing this ~ and indeed it is a matter. 
opinion whether we should ~ it is the 
duty of the new committee to review th 
rules to ensure that every member ha 
voice, otherwise the committee and its 
officers will become more of an inner 
clique than ever and this could ultimately 
lead to the collapse of the student socie 

This latest issue of Contra maintains, 
like the first, a good balance of con- 
tributed articles and a fund of information 
about the Association’s forthcoming 
events. Articles in the latest issue deal 
with such matters as interview techniques, 
principles of taxation losses, the audit 
concept, and opportunities overseas for 
newly-qualified accountants. 






































| Observer's Column | 


Public and Private Thoughts 


Tuar old chestnut — public sector v. 
private sector education ~ was again 
in the forefront of debate at the recent 
ACASS Council. 

If the so-called ‘policies’ advocated 
by many ACASS representatives are 
ever implemented, ie. that the pro- 
vision of accountancy tuition should 
become the exclusive prerogative of 
public sector establishments, there would 
be little chance of private sector teachers 
moving over to join them; the result 
would be a loss to accountancy tuition 
of at least two-thirds of its most able, 
dedicated and experienced practitioners, 
and the reasons for this are not entirely 
mercenary. It is simply that the con- 
ditions of work in public sector colleges 
fail to motivate them or to allow full 
expression of their talents. 

Second, the choice between public and 
private sector tuition is available to the 
vast majority of accountancy students 
at present. Public sector courses are cheap 
and the classes are small. Private sector 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240.000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Programming, Costing, G.C.E., Law, Lecal Govt, Marketing, Secretaryship, etc. 


Free 100-page book {without obligation on application to Careers Adviser) 


THE RAPID RESULTS COLLEGE 


DEPT AHA, TUITION HOUSE, LONDON SW19 4DS 
(24-hour Recording Service - 01-946 1102 - Prospectus only) 
Aceredtied by the Council for the Accreditation of Correspondence Colleges 








































courses are very expensive and classes 
tend to be large. Despite this, one priva 
establishment, which has no coerciv 
affiliations with any firms, enrols arounc 
10,000 students each year, including man 
from overseas, and most of whom are op 
very tight budgets. Accountants, of all 
people, do not lightly throw their money 
away — and yet how do you explain th 
above? The answer is incredibly simple 
they want to pass their examinations. 
Third, some representatives at th 
ACASS Council expressed the view 
that only the public sector has the 
facilities and resources to provide th 
kind of education which accountanc 
students should receive in the future. 
This view conveniently overlooks th 
chief characteristic of the private sector 
i.e. its adaptability to meet whatevei 
need is indicated; it has to do this — o 
give up! It is not subsidized. But. no 
is it hamstrung by bureaucratic con: 
tortions. Quite simply, it survives onl 
as long as it serves. 


Tel. 01-947 2211 















PROFESSIONAL NOTICES 


Bright GRAHAME Murray & Co, 
Chartered Accountants, of 124-130 Sey- 
mour Place, London W1, announce that 
Mr. Rocer TABAKIN and Mr RONALD 
-SULKIN have been admitted into partner- 
ship as from April 2gth, 1974. 

Domp & Co announce the admis- 
sion into their London partnership on 
May rst, 1974, of Mr I. B. BLAKE THOMAS, 
"AA, and Mr J. G. SAMUEL, B.SC.(ECON.), 
A.C.A. Messrs BLAKE THOMAS and SAMUEL 
have been senior members of the London 
office staff of Harmoop Banner & Co, 
hich firm has now merged with the 
sondon firm of DELOITTE & Co. 


` FINNIE, Ross, WELCH & Co, FRANKLIN, 
Wird & Co, and Tarot, ELLIS, Jack &, 
o Chartered Accountants, announce 
hat they merged their practices on May 
st, 1974. The merged practice will be 
arried on in the name of FINNIE, Ross, 
Wup & Co, from the existing offices of 
‘the three firms in London, Leeds and 
Glasgow. At the same time Mr A. J. G. 
'SNITTER, who for some years has been a 
‘senior member of the London staff of 
Finne, Ross, Wetcu & Co, will be 
dmitted to the new partnership. 


Harmoop Banner & Co, London, 
mounce that on April 30th, 1974, the 
allowing partners, who had all com- 
deted more than 40 years’ service with 
this firm or its predecessor firms, retired 
n accordance with normal retirement 
arrangements, but remain available for 
nsultation: Messrs H. T. NICHOLSON, 
L. Moore, R. A. W. Care, J. G. 
ICKMORE, G. H. Hovey and C. B. G. 
‘Turner. On the same date, Mr C. G. 
ROWN retired on health grounds but 





























remains available for consultation, 
Myers Davis & Co, Chartered Ac- 
countants, of 310 Edgware Road, London 
W2, announce that Mr STEPHEN POLLACK, 
A.C.A., was admitted into partership on 
May ist, 1974. 

Toucue Ross & Co announce that 
Messrs S. Brown, MA. ACA, W. A. 
Comyn, A.C.A., V. E. DAVIES, A.C.A., and 
C. Morris, A.C.A., were admitted to 
partnership on May 1st, 1974. Mr BROWN 
will be located in the firm’s Birmingham 
office and the remainder in the London 
office. 

Turquanps Barros Maynew & Co 
and THORNTON, CHARLESWORTH & Co 
are merging their practices at Bideford 
with effect from May "et, 1974. The com- 
bined practices will be carried on from 27 
Bridgeland Street, Bideford, in the name 
of Turquanps Barton MayHew & Co. 

TurQuaNnps BarTON MayHew & Co 
announce that they have formed with 
GRIFFIN, Lyncuy & Co of Dublin — with 
whom they have had an association for 
some years — a partnership in the name of 
Turquanns Barton Mayuew & Co 
which will carry on business from the 
office of GRIFFIN, LyNcu & Co in Dublin. 
GRIFFIN, Lyncu & Co will continue to 
practise in Dublin and Tralee as at 
present. The partners in the new firm 
will be Messrs D. Garrett, J. D WELLS, 
D. C. Burling, P. C. Forges, D. G. 
SHERRIFF, and C. J. T. NANGLE, of 
Turguanps Barton Mayuew & Co, and 
Messrs W. Sanpys, M. Tempany, B. P. 
Devine, M. Davirr, D. E. KELLY and 
B. Dun ea of GrirFIn, Lyncu & Co. 

Viney Merretts, Chartered Account- 
ants, announce that Mr J. E. K. CLARKE 
retired from the partnership on April 
30th, after 48 years’ service with the 
firm, 24 of them as a partner. He will 
continue to be available as a consultant. 
Mr R. D. Botton, who was articled with 
the firm, has been admitted to the 
partnership from May ist. 

Viney Merretrs, Chartered Account- 
ants, of London, and WINKLEY & CLARKE, 
Chartered Accountants, of Nottingham 
announce that, as from May st, their 
two firms have become associated. While 
separate practices will continue, Mr 
J. A. C. BenTALL has joined the partner- 
ship of WINKLEY E CLARKE and Mr C. B. 
BRECKNOCK has joined the partnership of 
Viney MERRETTS. 





APPOINTMENTS | 
Mr R. S. Brocklehurst, a.c.a., finance 
director of the Leicester precision en- 
gineering firms G. Perry & Sons and The 
Pattern Equipment company, has been 
appointed secretary of both companies. 
Mr Edward W. Lea, 4.c.a., has been 





appointed departmental director and 
chief accountant of Kwikform, the 
Midlands-based systèm" scaffolding 


specialists. 





Mr E. W. Lea 


Mrt Dalton 


Mr Irwin Dalton, F.C.A., Mc, will 
succeed Mr Walter G. Hunniball, M.B.E., 
FA, F.C.LT., as general manager and a 
director of Ribble Motor Services on 
May ist. 


Mr Malcolm Roussak, B.COM., A.C.A., 
has become financial director of Kitchen 
Queen. Mr Roussak will continue as 
secretary of Kitchen Queen’s associate 
company, Scala & De Blasio. 

Mr J. H. Whicheloe, a.c.c.a., has been 
appointed a board member of Turner 
Engineering (Caughton) of Alcester, 
Warwickshire. 


SOUTHERN 
CHARTERED ACCOUNTANTS 


Annual Meeting 


Over 150 members of the Southern 
Society of Chartered Accountants as- 
sembled at Southampton University 
last Friday for their annual general meet- 
ing and a discussion seminar on current 
trends affecting the profession. 

In his introductory address at the 
annual meeting, the President of the 
Society, Mr D. J. O. Crosthwaite, F.c.a., 
reported that the year had been a success- 
ful one for the Society. 

The remainder of the day was devoted 
to the study of new tax legislation and 
pensions, together with the Social Security 
Act 1973. Mr D Lanch, B.LITT., M.A., 
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.C.A., spoke on taxation legislation and 
Mr K. CG Smith, manager (pensions) of 
the British. Steel’ Corporation, and Mr 
, W. Allen, of the Legal and General 
Assurance Society, dealt with pension 
~ problems. 

In addition, Mr J. P. Grenside, F.c.a., 
Vice-President of The Institute of Char- 
tered Accountants in England and Wales, 
gave an informative talk on Institute 
affairs. 


New President 


Mir M. G. Lickiss, B.sc.(ECON.), F.C.A., 

"was elected President of the Society for 
the ensuing year. Educated at Bourne- 
mouth Grammar School and at the 

` London School of Economics, he sub- 
sequently served his articles with Miles, 
Watson & Co, Chartered Accountants, 
of Bournemouth, and was admitted to 
membership of the Institute in 1958. 





Following National Service as an officer 
with the Royal Armoured Corps, he 
commenced practice as Webster, Lickiss 
& Co. In 1966 he joined Thornton Baker 
& Co as a partner in the Bournemouth 
and London offices of that firm. 

An energetic member of the Society 

_. for many years, he was secretary from 
1965 to 1969 and Vice-President in 1973. 

Mr Lickiss was elected to the Council 
of the Institute in 1971 and is currently 
Vice-Chairman of the Education and 
Training Committee, a member of the 
Student Liaison and Ethics Committees 
and of the Advisory Board on Account- 
ancy Education. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The subject for the next evening discus- 
sion meeting of the Accountants’ Chris- 
oan Fellowship will be ‘Christ and the 
«Professions — Education’. The meeting, 
“to be held at 6.30 p.m. on Monday, May 
13th, at the Institute of Chartered Ac- 

`." eountants, Moorgate Place, London: ECa2, 
` will be led by Mr Peter Cousins, Senior 
Lecturer at Gypsy Hill Teachers’ Train- 









ing College and editor of the magazine 


Spectrum. 
Coffee, and biscuits will be available 
before the meeting. 





STAMP DUTY 


The following changes in rates of stamp 
duty take effect in Great Britain as from 
May ist, 1974: 

(a) Transfers on sale or by way of gift 
of stocks and shares, including 
bearer instruments and units in 
unit trusts: 

Rate of duty is doubled. 

(b) Conveyances or transfers on sale or 
by way of gift of property other than 
stocks, shares, etc: 

Where the amount or value of 
the consideration or the value of 
the property does not exceed an 
amount shown below and the 
instrument is ‘certified’ at that 


amount. 

of 

fo 

Not exceeding £15,000 nil 

R » £20,000 50p 

= » £25,000 1-00 

e » £30,000 {1-50 

In all other cases £200 


(An instrument is ‘certified’ at a 
particular amount if it contains 
a statement certifying that the 
transaction effected by the instru- 
ment does not form part of a 
larger transaction or series of 
transactions in respect of which 
the amount or value, or aggregate 
amount or value, of the considera- 
tion exceeds that amount.) 

(c) Leases: 

(i) Rents: 
All duties doubled. 
(ii) Premiums: 

Ordinary rate doubled to £2 per 
cent, but the reduced rates specified 
in (b) above apply where the annual 
rate of rent does not exceed £150 
and the instrument ts ‘certified’. 

(d) Duplicates and counterparts: 
Maximum duty is increased 
from 25p to 50p. 

It is proposed to introduce similar 

changes in Northern Ireland on August 


ist, 1974. 
CORRECTION 


In our note ‘Politics before Policies’ of 
April 18th, Mr K. W. Baker was de- 
scribed as Conservative Member of 
Parliament for ‘Cities of London and 
Westminster’. 

This, it has been pointed out to us, is 
a general description covering two Par- 
liamentary constituencies. Mr Baker 
sits for the City of Westminster, Dr 
Marylebone; the Member for the City 
of London and Westminster South is, 
of course, Mr C. S. Tugendhat. 


REVENUE PAPER 
Easter Sittings 


The following cases are down for hearing S 
during the Easter Sittings 1974: 





House op LORDS 
Downes’ ‘Trustees v. Grant; Dickinson v. 
Downes; Higgs’ Trustees v. Motley; 
Ransom v. Higgs; Kilmorie (Aldridge) 
Ltd v. Dickinson 2 


Court op APPEAL : 
Malcolm-Brown and Another v. Restorick 
Green v. CIR S 
HMI of Taxes v. Hitchin 
C. & J. Clark Ltd v. CIR * 
Joiner v. CIR 
Jonas v. Bamford 
Fen Farming Co Ltd v. Dunsford 
CIR v. Baggley 
CIR v. Goodwin 
Re Edward Mawle, dec., 

MacDonald and Another 
Ayerst v. C, & K. (Construction) Ltd 
St John’s School v. Ward 
Crane Freuhauf Ltd v. CIR 


Hicu Court (Chancery Division) 
Swani v. Hollinshead 
Pitt v. Castle Hill Warehousing Co Ltd 
Chetwode v. CIR s 
Haworth v. CIR 


ORIGINATING MOTIONS 


Davies v. CIR 
CIR v. The Commissioners for the 
General Purposes of the Income Tax 
to the Stoke Division and Another 
Kenny v. The Commissioners for (he ` 
General Purposes of the Income Tax, | 
Wirral, Cheshire 
MacDonald v. The Commissioners for 
the General Purposes of the Income 
Tax, New Forest, West Hampshire 







































Kidson v: 


HOCKEY 


Chartered Accountants 2 
Law Society 2 


In a match played at Surbiton on Apri 
roth the CAs conceded an early short- 
corner goal but soon came back when 
Staunton scored. In the second half, 
the Law Society again went ahead but 
Ayres equalized and Jenkinson ` was 
unlucky to have a goal disallowed fo: 
sticks. A final effort from the home side. 
was well held out by the CAs’ backs, | 
Bishop and Russell Smith. : 
The Chartered Accountants fielded” 
Marsh (Epsom); Bishop, Russell Smith 
(Cheam); Whiteman (Old Reigatians), ` 
Garner (Cheam), Blanford (Tulse Hill); 
Gallant, Staunton, Jenkinson (Cheam), I: 
Cranston (Richmond), Ayres (Cheam). 







































a, John Bowes Corrin; F.c.a., of Castilian 
Chambers, Castilian Street, Northampton 
NNi 1JZ having been found guilty of 
misconduct 

` in that he as a partner in a firm of 
Chartered Accountants was respons- 
ible for the unsolicited issue in the 
name of the firm of a letter headed 
‘Appointment of Auditor’ addressed 
from an office of the firm on sth 
November 1973 to the finance director 
of a public authority which letter 
having invited the addressee to con- 
sider the advantages of audit by a 
professional firm offered a meeting 
with the finance director. to discuss 
the choice of auditor for the authority 
and enclosed a brochure described 
as being available ‘on request only’ 
Setting out the experience of their 
firm in the field of audit and various 
matters relating to the firm and its 
clients which documents constituted 
an improper solicitation for profes- 
sional work 


Was REPRIMANDED and ordered to pay £50 
by way of costs. 


2...John Michael Heron, A.C.A., of 15 
Fitzroy Court, 57 Shepherd’s Hill, 
` London N6 having been found guilty of 
misconduct 


(a) in that he between February 1972 
and February 1973 when with a 
firm of stockbrokers with intent to 
deceive the firm of stockbrokers 
opened and operated with that 
firm an account in the name of a 
person resident overseas whereas 
the account was in fact operated 
. for the benefit of himself and 
‘another person both of whom were 
resident in the United Kingdom 

(8) and in that he between February 
1973 and June 1973 when with 
another firm of stockbrokers with 
“intent to deceive the firm opened 
“and operated with that firm an 
account in the name of a person 
resident overseas whereas the ac- 
count was in fact operated for the 
benefit of himself . and. another 





The Institute of Chartered Account 


Disciplinary Committee Hearings on 19th February 1974 ` 7 i 


person both of whom were resident 
in the United Kingdom 


(c) and in that he on 6th August 1973 
when being questioned by a Com- 
mittee of the Stock Exchange in 
respect of enquiries being made 
by the Stock Exchange into an 
account with brokers operated by 
him in the name of another 
person said that a payment made 
from a bank account operated in 
conjunction with the account with 
the brokers was a payment relating 
to matters unconnected with the 
Stock Exchange whereas as he well 
knew the payment related to profit 
on a Stock Exchange transaction 


was EXCLUDED. 


3. Geoffrey Milton Rubin, A.C.A., of 29 
Imperial Drive, North Harrow, Middle- 
sex HA2 7DG having been found guilty 
of misconduct 


(a)in that he without good cause 
failed within a reasonable time to 
reply to the usual professional 
enquiry letter addressed to him 
by a firm of accountants on 2nd 
February 1973 concerning the 
affairs of a client of his 


(6) and in that he having on 17th 
August 1973 been asked by a firm 
of accountants acting for a client 
to hand over the papers relating 
to the affairs of the client without 
good cause had by 7th November 
1973 failed to take action thereon 
despite having undertaken in an 
undated letter to hand over the 
required information on his return 
from holiday on 16th September 


(c) and in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
by the Institute on roth October 
1973 concerning a complaint made 
against his professional conduct 


was REPRIMANDED and ordered to pay £50 
by way of costs. 


4. John Russell Waddington, F.c.a., of 
29 Standish Street, Burnley, Lancashire 





having been found guilty of misconduct 


(a) in that he between. April 1971 


and November 1973 as Liquidator 
of a company without good. cause 








failed until 12th November 1973 ` d 


to file with the Registrar of Com- 
panies within the time provided 
for by Rule 197 of the Companies 
(Winding-up) Rules 1949 state- 
ments with respect to the proceed- 
ings in and the position of the 
liquidation due within thirty days 
of 27th April 1971, 27th October 
1971, 27th April 1972, 27th Oc- 
tober 1972, 27th April 1973 as his 
professional duty required him to 
do 


(b) and in that he without good cause 
failed within a reasonable time 
to reply to a letter addressed to 
him by the Institute on 26th 
November 1973 concerning his 
professional conduct 


was REPRIMANDED. 


5. A member having been found guilty of 
misconduct 


(a)in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
in his professional capacity on 
the 12th June 1973 by a client 


(b) and in that he despite having on 
7th November 1973 undertaken in 
a letter to the Institute to write to 
the client ‘within the next few 
days’, without good cause had 
nevertheless by 31st December 
1973 not communicated with the 
client 


(c) and in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
on 27th November 1973 by the 
Institute concerning a complaint 
against his professional conduct 


was REPRIMANDED, but the Committee 
considered that there existed special 
circumstances justifying the omission of 
his name from the publication of the 
Finding and Order, and ordered to 
pay £50 by way of costs. 
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| responsibility for 
| training newly 
| articled clerks... 


should ensure that the best course of action 
` for their newly articled clerks is to enrol 
with the Metropolitan College. 


All bona fide Principals who are considering the postal coaching 
arrangements for their newly articled clerks are invited to inspect 
a copy of the Metropolitan College Study Manuals, to see for 
themselves that the contents are thoroughly up to date and 
designed specifically to give progressive and carefully graduated 
instruction, backed by a businesslike tutorial service that receives 
the constant and enthusiastic commendation of the students. 


LINKED PRIVATE STUDIES. 
The Luton College of Technology and Metropolitan College now 
offer facilities for integrated oral and correspondence tuition. 


ONE WEEK ‘PEP’ COURSES~to assist students in areas of 
weakness. 


WEEK-END RESIDENTIAL ‘PUNCH’ COURSES - 
concentration on particular subjects. 


for intensive 


For details of these, and other linked courses write to: 
Metropolitan College, St Peter's Street, St Albans AL1 3NE. 


‘FAST AIRMAIL SERVICE FOR OVERSEAS STUDENTS 
AT NO EXTRA COST.’ 

Accredited by the Council for the Accreditation of Correspondence 
Colleges. 


Member of the Association of British Correspondence Colleges. 


POST COUPON NOW! 


Principals 









Metropolitan College 
unassailable record of 
Examination Successes 


At the professional accountancy examinations, for 

which the Metropolitan College provides Expert 

Postal Tuition, students from the College have 
obtained — 


MORE THAN 50,000 
PASSES and MORE THAN 
1,400 DISTINCTIONS 
MEDALS and PRIZES 


mene 
Be guided by the 
experience of others 


TAKE ACTION NOW! Write TODAY for a free copy 
of the College Accountancy Prospectus (stating 
the examination in which you are interested) to the 
Metropolitan College (A1/15), St Peter's Street, 
St Albans AL1 3NE, or CALL at the London 
Advisory Office, c/o The Association of British 
Correspondence Colleges, 4 Chiswell Street, 
London EC1Y 4UR Tel. 01-628 2721 


















To the Principal, B. Mendes, B.Sc.(Econ.), F.C.A., Dept A1/15 
Metropolitan College, St Peter's Street, St Albans AL1 3NE. 
Please send me, without charge or obligation, a copy of one p 
of your Study Manuals. ` 
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for every purpose 
in all trades and industries 
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9 Golden Square, London WIR4BY 
Telephone O1~434 1718 
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“You know 
what you can do 
with your A 


I did, when I heard my results. 
I knew exactly where I was going. What I was going to do, 
And who I was going to do it with. Which firm, 
that is. But my story isn't particularly 
representative of the current market. 
Take you, for example and the 
very reasons you're 
reading this ad... 
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Over the past few years we 
have been building a reputation. 
For placing the right people in 
the right jobs. At the right time. 
Over this period we've 
gained a detailed knowledge of 


there when you've got there. 
But more important —just how 
wise that move is, in relation to 
your own career development. 
All our consultants are 
qualified, like yourself, The only 
























“right now we can place 
newly qualified personnel in 

18 major locations in the UE. 
and around 200 offices overseas. 
Salary levels range from 
£2,700-£3,750 in the U.K. and up 
to £6,000 plus benefits overseas” 
Douglas Llambias A. CA. 





ATLL 


the market. We've carried out 
projects for many firms, both 
large and small. We've advised 
numerous accountants, both 
young and old. We've built up a 
comprehensive dossier on living 
and working conditions. 

All over the U.K. All over the 
world, How much it would cost 
to move. What it’s like to live 


te ` 
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Douglas Llambias 


difference is that we've been 
through the era on which you 
are now embarking. 

We've already got large 
firm and small firm experience. 
We know that we can advise 
you as to the most suitable and 
successful route to take. But the 
journey starts at 410 the Strand. 





Associates Ltd., 
410, Strand, 
London WC2R ONS. 
Telephone 01-836 4086 
(24 hour service} 











Telephone 01-836 0832 
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NIFICANT and welcome concessions to the United 
ngdom point of view have been made by the EEC 
‘commission in its revised draft of the Fourth Directive on 
e content of company accounts. In particular, the 
` Commission has accepted into article 2 the recommenda- 

tion of the Accountants’ Study Group that annual accounts 
should be drawn up in such a way as to give a true and 
- fair view of the company’s position. 

The Commission has also dropped from article 2 the 
specific obligation of ‘principles of regular and proper 
accounting’, holding that to present a true and fair view 
necessarily implies that such principles have been fol- 
lowed. This approach suggests an underlying broad sym- 
pathy with the fundamental concepts of accounting in 
SSAP 2 (The Accountant, November 4th, 1971) ~ specifically 
recognized in article 28 — though the ‘true and fair view’ 
phrase has itself been under fire in its application to ac- 
counts based on historic cost. 

Historic cost, it seems, still finds substantial favour in the 
eyes of the Commission, though article 30 of the revised 
draft has been relaxed to an extent permitting member 
states to introduce ‘other valuation methods based on 
current values’, provided that historic cost figures are also 
disclosed. EDS, it will be remembered, favours the publica- 
tion of inflation-adjusted (though not ‘current value’) 
figures as an addition to historic cost accounts (The 
Accountant, January 18th, 1973), though in several signifi- 
cant respects the revised article 30 hesitates to adopt the 
full philosophy of ED8. 

` In particular, the EEC Commission sees the items 
suitable for inflationary adjustments as tangible fixed 
assets, investments and stock; no mention, apparently, 
of monetary assets and liabilities. Commenting on the 
relationship between article 30 on the one hand, and ED8 
on the other, Mr Richard Morris, B.A., M.SC., A.C.A., a 
lecturer at Bristol University, has written: 

‘Perhaps the most regrettable omission in the revised 
directive is the Commission’s failure to take up the sugges- 
tion of the [accountants’] Study Group that, where 

companies still use the historic cost method of accounting, 
` ` (he year’s profit and equity interest should be recalculated 





on a basis of valuation recognizing current values. Such 
step is the basic minimum required to ensure that investo 
and others can reasonably make comparisons of De 
formance of different companies.’ 

Mr Morris’s paper, Corporate Reporting Standards at 
the Fourth Directive, has recently been published by Th 
Institute of Chartered Accountants in England and Wales 
as the second in its series of occasional research pape 
price £2 post free. Based on a presentation to the 19 
annual conference of the Association of Lecturers 1 
Accountancy, much of its text was written prior to ublic: 
tion of the revised fourth directive, though Mr | 
claims that the basic rationale of the directive re 
unchanged. E 

He concludes, among other things, that there are sign 
ficantly different institutional and environmental back: 
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grounds i in the UK a in -Continental Europe. These, 
he argues, are responsible for the existence of ‘an inter- 
mediate market in information’ in the UK and for the 
profound influence of taxation considerations on published 
accounts in Europe, particularly Germany. 

` One aspect of the differing Continental and UK back- 
grounds which it may be difficult for a British reader to bear 
in mind lies in the relationship between professional 
organizations on the one hand, and administrators and 
legislators on the other. 

 Contemporaneously with the release of Mr Morris’s 
aper, there appears on other pages in this issue a contri- 
buted article by a member of the Study Group, Mr Tom 
Watts, F.C.A. 

In the course of a careful and detailed study, Mr Watts 
futes the early impression that the revisions appear to 


HEN the Conservatives were returned to office it was 
nearly two years before general relief for interest was 
restored by section 75 of the Finance Act 1972, but the 
eal of this provision in the Labour Budget takes im- 
ediate effect. Borrowers since 1969 have been faced with 
tchwork of rules affecting particular types of loan and 
interest at different times. Confusion has been con- 
founded by the revised rules, which differ from those which 
went before, to a significant extent. 
In 1969, interest paid to banks etc., was a prime target 
and the choice of June as a cut-off date caused practical 
inconvenience. The accounts of credit-card holders have 
now been added to this group, but the period of cut-off 
has been extended to April 5th, 1975, subject to the 
imposition of a ceiling for relief measured by the size of the 
debit balance on March 26th, 1974. 
Nevertheless, the Chancellor stated that the relief 
lowed under the 1969 rules on overdraft interest so far 
as it related to qualifying purposes (such as house purchase), 
was easily taken advantage of so that this time no relief is 
available for interest on overdraft facilities. This does not 
le out the possibility of a bridging loan from a bank, 
but it must be tied to a particular qualifying purpose and in 
the case of housing the six months limit will in any event 
offer a practical constraint. 
Other interest payable in pursuance of an obligation 
curred before March 27th, 1974, will continue to attract 
ief if payable. before April 6th, 1980. It will be recalled 
at the six-year transitional protection devised for loans 
force at April 15th, 1969, was breached by the exclusion 
of the first £35 of general relief and that exclusion remains 
though not so as to lower the level of qualifying interest. 
A statement issued by the Inland Revenue draws 
‘attention to the continued availability of relief for interest 
on three types of loan protected in 1969 under rules now 


“stop short of what some accountants i 


he UK may have 
wished to see; they are, he writes, ‘a considerable step 
forward, and much to be welcomed’. 

Among items which the EEC Commission wishes to 
preserve unchanged are its definitions of ‘small’ and ‘very 
small’ companies. A ‘small’ company, in terms of UK 
currency, is one whose balance sheet total and whose 
turnover do not exceed £450,000 and {q00,000 respectively, 
and with less than 100 employees; the corresponding limits 
for the ‘very small’ category are £45,000, £90,000 and 20. 
Both categories are to enjoy certain exemptions from the 
disclosure requirements, and the ‘very small’ need not 
employ professional auditors. 

The Commission has, however, broken new and welcome 
ground with a requirement for auditors to verify that the 
annual report is consistent with the accounts for the year. 


New Tax Rules for Interest Relief 


re-written in Part III of the first schedule to the new 
Finance Bill. One situation arises where a loan is used to 
purchase ordinary shares in a close company (other than a 
close investment company) or to lend money to such a 
company for use in its business or to pay off another 
qualifying loan. It is necessary, however, that the borrower 
works for the greater part of his time in the management of 
the business and owns more than 5 per cent of the equity. 

Similarly, a loan may be used to purchase a stake in a 
trading or professional partnership, or to contribute capital 
or to lend to a partnership of which the borrower is a 
member. Moreover, personal representatives having to 
borrow in order to pay the estate duty on personal property 
as a preliminary to the grant of representation can get 
relief over a period of one year, extended to three years 
where the duty relates to unquoted shares or debentures 
valued on the assets basis. ‘This privilege is given practical 
effect by arrangements for spreading. 

The relief for interest paid by those owning their 
residence is curtailed in several directions. Option mortgage 
loans have to be reckoned in with other loans enjoying 
relief towards the limit of {£25,000 beyond which an 
apportionment is required. The policing of interest on a 
property purchase where the borrower does not have it as 
his principal residence, is effected by confining relief to 
income derived from commercial letting. However, the 
sharing of relief between joint occupiers is not explicitly 
applied to husbands and wives who have elected for separate 
assessment of earnings. 

An important provision overcomes the foregoing limits 
where a person has, before March 27th, 1974, entered into 
a binding contract to purchase a house on the basis of a 
written offer of a loan, but the loan was not actually com- 
pleted until some time later. On the other hand, an existing 
loan for the purchase or improvement of property neither 















commercially let nor occupied as the main residence, will 
-have to be taken into account in deciding how much of any 
new loan is eligible for relief. 
= The scheme of protected interest set up under the 
Finance Act 1972 has been taken over intact. This scheme 
< protected, in the main, the smaller taxpayer who might 
have been aggrieved at the denial of the first £35 if he 
only paid protected interest. Part II in Schedule 9 was 
concerned with plant and machinerg (including motor- 
cars) in respect of which capital allowances were available 
either against an individual’s earned income or against 
-> partnership assessments. In such circumstances relief will 
_ continue to be given until the end of three years after the end 
of the year of assessment in which the debt was incurred. 
>> -The new legislation seeks to reintroduce provisions 
` consolidated in the Taxes Act 1970 but deleted in 1972. 




















Part V in the first schedule to the Bill reproduces section 









300, but the position of interest paid ‘by a close company of 
a predominantly investment character is not clear. Pre- 
viously an individual enjoyed unlimited relief for interest 
financing a property purchase, but the present rules offer a 
difficulty in interpreting the expression ‘interest eligible 
for relief if paid by an individual’ in the context of a close 
investment company. It may be felt also that the expression 
‘substantially the whole’ is not meaningful and should b 
replaced by a specific percentage. 

The convoluted character of the new ai is 
aggravated by the action of the draftsmen in purporting to 
restore the operation of some passages in the Taxes A 
1970, repealed in 1972, and not easily available for reference. 
It is to be hoped that this bad instance of legislation b 
reference will be corrected in the course of the Bill. 











Irish Institute’s Annual 
General Meeting 


Arre the annual general 
meeting of the Institute of Char- 
tered Accountants in Ireland, held in 
Dublin last Saturday, Mr Cornelius F. 
Smith, F.c.a., the outgoing President, 
said that the Institute’s Royal Charter 
provided a firm base for friendly 
co-operation in tackling their pro- 
fessional problems. It was a source of 
concern, therefore, that they had 
not found a way to assist in the other 
problems ‘which beset this island and 
which are never far from the mind of 
the Council’. 

Excellent relations existed between 
the Institute and their sister Institutes 
in England and Scotland, whose 
‘sympathetic appreciation of the special 
position of the Irish Institute in 
setting up the Consultative Com- 
mittee for Accountancy Bodies may 
well provide a basis for constructive 
future co-operation’. 

What he found so surprising about 
‘this dedicated activity’, said Mr 
Smith, was the apparent lack of any 
philosophical foundation for it all. He 
went on: 

‘Accountants everywhere are a most 
pragmatical people. We could almost 
be described as anti-theoretical. Our 
ears are more attuned to the hum of 
_.. computers than to the strange music of 

the spheres. We seek no ultimate cause 
for our professional existence. 

‘Samuel Beckett has pictured for us 





suffering man as being alone in an in- 
different and meaningless universe. 
Perhaps, however, there is some more 
optimistic human evolution in which 
accountants can participate. Perhaps 
there really is some new sphere — some 
meshwork of conscious communica- 
tion between mankind which it is our 
prime professional role to assist and 
improve upon.’ 

On more immediate problems, Mr 
Smith said that chartered accountants 
could be justly charged with tardiness 
in coming to grips with the problems 
of inflation. For too long the falling 
value of money had been allowed to 
distort the true economic significance 
of accounting statements. It was, he 
said, ‘cruelly unjust that savings do not 
keep pace with inflation even for the 
weakest sections of our community. 
The plea for index-linked savings 
bonds by the OECD has so far gone 
unheard. It is not easy to justify a 
society which repays its government’s 
debts with a debased currency in 20 
years’ time.’ 

The meeting approved a resolution 
to increase annual subscriptions. As 
from January 1st, 1975, fellows in 
practice will pay {50 per annum; 
fellows not in practice £30. For 
associates the new rates will be: in 
practice, £37-50; not in practice, £20. 
For members outside the British 
Isles the new rates are: fellows in 







































practice, {17:50; not in practi 
£12:50; associates in practice, £1 
not in practice, £10, l 

There is to be a training levy o 
£15 payable by practising members in 
respect of each student serving under 
a training contract on January: I 
each year. 


New President 


HE President of the Irish Institute 
for 1974-75 is Mr Eric 
McDowell, F.c.a., of Belfast. 

A partner in the Deloitte & Co anc 
Deloitte Haskins & Sells (Northern 
Ireland) firms, Mr McDowell w: 
articled to Mr James F. Crawford, of 
Wilson, Hennessey & Crawford, in 
1942. His articles were interrupted by 
war service, and he passed his final 
examination in November 1948. H 


















































admitted to > partner hip in 1952. 
Mr McDowell has been a member of 
ouncil since May 1968, and has 
ved as chairman sof its education 
nd training committee and of the 
educational facilities committee. He 
is a member of the Board of Governors 
the Royal Belfast Academical In- 
ution and convener of its finance 
mmittee, as well as being a director 
f the Northern Ireland Transport 
olding Company. He is alsoamember 
f the Murray Committee reviewing 
ompany law in Northern Ireland. 
‘Married, with three children, Mr 
cDowell finds relaxation in caravan- 
ing, travelling and meeting people. 
The new Vice-President is Mr 
lex J. Spain, r.c.a., of Dublin. 





Second Rebuff for 
Social Audit 


TTEMPTS by Social Audit Ltd 
to focus further attention on the 
ironmental policies of the Tube 
vestments group (The Accountant, 
irch 21st) appear to have met with 
le success. Despite a massive lobby- 
ng by SA of 1,000 individual share- 
ders, barely 5 per cent showed 
ny interest in its proposals, and there 
as insufficient support for a resolu- 
on to be tabled at TI's annual 
eeting this week. 

Social Audit’s version of this state 
affairs is that ‘Some gso share- 
olders in Tubes, out of a total of 
;000 approached by Social Audit, 
ve rejected proposals to improve the 
ompany’s social record.’ This and 
ther experiences suggest to them that 
s hopelessly optimistic to expect the 
verage shareholder to play a pro- 
ssive part in the running of a 
ompany’s affairs. The company, on 
the other hand, has already rejected a 
umber of SA’s findings as inaccurate 
id tendentious ; and, while declaring 
3 willingness to support responsible 
research into identifiable components 
f the concept of social responsibility, 
efused to supply to ‘a self- 
ited group’ information beyond 
is freely available to employees, 
eholders and the press. 

Another recent SA publication, 
The Unknown Lowson Empire, links 
the name. of Sir Denys Lowson, 
Au F.C.L8. ~ Lord Mayor « of London 
‘in 1950-51, and a Past-President of 





the Institute of Chartered Secretaries 





and Administrators — with ‘the un- 
acceptable face of capitalism’, and 
is particularly critical of his connection 
with the strip-mining activities of 
American Association Ltd in the USA. 
“There is something essentially wrong’, 
this publication says, ‘implied in the 
contrast between rich mayorial [sze] 
pomp and wretched poverty in the 
Appalachians — and all the more so 
when one can be seen to be so closely 
related to the other.’ 

Social Audit further asserts that the 
timber and coal-mining companies of 
America’s Central Appalachian region 
‘have ruled that land for 80 years or 
more;.... they tricked, forced and 
threatened the people to give up the 
land they farmed, and they have been 
there ever since. Since then, the local 
“mountain justice” ~ shorthand for 
ever-present corruption and ever- 
ready threats and violence — has 
prevailed’. While The Accountant ex- 
presses no opinion on the merits of 
these allegations, it may be doubted 


whether this is the language of factual 
objectivity. 


Control of Multinationals 


ULTINATIONAL companies 

have now reached, in many cases, 
a size and geographical spread which 
is beginning to dwarf the public 
authorities themselves. Addressing 
members of ‘the Liverpool Society of 
Chartered Accountants this week, Mr 
John Grenside, F.¢.A., Vice-President 
of The Institute of Chartered Ac- 
countants in England and Wales, said 
that this’ raised a number of ‘emotive’ 
questions. 

Speaking of the EEC policy to- 
wards multinationals and control of 
mergers, Mr Grenside admitted that 
the Commission was conscious of its 
obligations under the Treaty of Rome 
to ensure that competition was not 
distorted within the Common Market. 

There were three essential criteria, 
he suggested, for the control of such 
organizations. First, since national 


Interfirm Comparison 1974. 


AUNCHING the third annual inter- 
firm comparison of The Institute of 
Chartered Accountants in England 
and Wales in a letter to members last 
week, the President, Mr E. Kenneth 
Wright, M.A., F.C.A., drew attention to 
a number of appreciative comments 
from previous participants. Approxi- 
mately go per cent of the 1,010 firms 
who participated in the 1973 exercise 
are expected to do so again this year, 
and the 1973 participants were almost 
unanimous in saying that they would 
recommend the service to other firms. 
One practitioner from the London 
area is quoted as saying that the report 
was extremely impressive, and well 
worth its cost. Comments from pro- 
vincial firms included ‘a most in- 
teresting exercise’ ; ‘a fine job of work’; 
‘one of the most useful exercises ever 
mounted by the Institute’; and ‘ex- 
tremely useful in planning the efficiency 
and profitability of our practice’. 
Confidentiality of individual partici- 
pating firms’ identities and data will be 
guaranteed by a number of safeguards. 
In particular, the names of participat- 
ing firms will not be revealed; results 
will appear only under code numbers; 





ratios only, and not absolute figures, 
will be used. Results of the comparison 
will be sent only to contributing 
participants, and no part of the results 
of previous comparisons has been 
made available to other persons. 

As a further safeguard, participants 
will again have the option of inter- 
posing an intermediary between them- 
selves and the staff of the Institute, 
though only a small number of the 
1973 entrants in fact took advantage 
of this option. 

Action which participants in the 
1972 and 1973 comparisons have been 
able to take to improve their practices 
includes closer control over debtors 
and work in progress; better recovery 
of time; reviewing professional in- 
demnity cover; and reviewing staff 
salaries. 

As in previous years, participation is 
open to practising members of the 
three Chartered Institutes in the UK 
and the Republic of Ireland and of the 
Association of Certified Accountants. 
The fee payable is {1-10 per member 
of personnel (partners and staff), with 
a minimum of £30 per office and an 
overriding maximum of £125. 












d EEC interests would inevitably 
_ diverge on occasions, procedures must 
be devised to avoid possible ‘double 
jeopardy’. Secondly, the scope of the 
legislation must be reasonable and it 
-must be readily ascertainable whether 
a particular transaction falls within its 
terms. Thirdly, the investigatory 
procedures must be swift and equit- 
able. l S 
Evidence tendered last year to the 
` United Nations Economic and Social 
` Council by Sir Ernest Woodroofe, 
chairman of Unilever, denied the 
existence of a ‘typical’ or ‘representa- 
tive’ multinational corporation (The 
` Accountant, November 15th, 1973). 
Despite popular impressions of the 
power and influence of multinational 
corporations, acompany’sonlyeffective 
sanction vis-d-vis government was a 
refusal to invest; government, on the 
other hand, had a variety of oppor- 
tunities to frustrate the company’s 
expectations. 









Home Venue for 
Institute's Conference 


ESPITE the comparative success 

of its first-ever overseas confer- 
ence in Majorca last year (The 
Accountant, March 22nd, 1973), The 
Institute of Chartered Accountants 
in England and Wales has opted in the 
event for a domestic venue for 1974. 
The choice, announced last week, of 
Torquay’s Imperial Hotel from 
October 4th to 7th, ends several weeks 
of speculation and rumour centred 
upon Northern Italy. 

Among the distinguished speakers 
who have undertaken. to appear are 
the Rt Hon. Richard Marsh, chairman 
of British Rail; Mr D. S. Morpeth, 
T.D., B.COM., F.C.A., a Past-President of 
the Institute; Professor Harold Rose, 
of the London Business School; Mr 
P. G. Corbett, r.c.a., of Peat, Marwick, 
Mitchell & Co; and Professor R. I. 
Tricker, M.A, FECA, FCMA. 





A Profitable Lesson 


O A AAKING the wrong decisions in 

o EVia consumer-oriented economy 

- could have expensive consequences, 
Mr E. Kenneth Wright, M.A., F.C.A., 

© President of the Institute of Chartered 

` Accountants in England and Wales, 
said last week. “The country suffers 
because scarce resources have been 
wasted,’ 

Presenting the Institute’s silver 
challenge shield to Taunton School, 

| winners of the 1974 Schools Business 

— Game, the President referred to wide- 
spread and mistaken denigration of 
the profit concept. ‘The thousands who 
had participated in the 1974 game 
had learned that this approach was 
mistaken, 

‘If the right decisions are made, a 
profit is made. That profit provides 
the finance for further expansion; it 
enables higher wages to be paid to the 
employees; it gives the shareholders a 
better reward for the use of their 
capital. 

Those shareholders who are the 
great pension funds or insurance 

companies are able to provide better 
benefits for their pensioners and for 
_ those people who take out life policies. 
_ In short, the making of profit is an 
indispensable solvent for the smooth 








working of an effective private sector 
of a country’s commercial and in- 
dustrial activities. I am happy to know 
that most of you who have participated 
will have come to realize this very 
simple and straightforward truth.’ 
The chairman of Taunton’s ‘board 


of directors’, Russ  Blenkinsop, 
received the shield from the President. 
In the final round, played ‘live’ on 
April 30th, Taunton maintained their 
earlier lead over Dover College and 
Manchester Grammar School, who 
finished second and third respectively. 


" J.DIP, M.A, of the Oxford Centre. 









Management Studies, together with the 
President and Deputy President. The 
formal programme has been amplified, 
following the experience of the Tent 
International Congress at Sydney ir 
1972 and other international gather- 
ings, to allow members the choice: 
participating in alternative business 
sessions on each day. 

Social amenities will include — 
dinner and dance and a golf competi 
tion, with opportunities for excursions 
into the surrounding Devon coun 
side. Facilities of the Impérial Hot 
include an indoor swimming pool. 
tennis and squash courts, and fou 
golf courses are within easy reach. The 
conference fee (inclusive of accom- 
modation, all meals and VAT) wil 
be £83-60 for members and £49°50 
for wives or other guests accompany- 
ing members; a supplement of {9-90 
is charged for single rooms. i 

The 1973 progress report of the 
Institute’s Courses Committee shows 
a marked increase in support for the 
programme of technical courses, both 
by members and non-members, ove 
the years 1970 to 1973. During this 
period, the number of ‘participan 
days’ increased from 5,188 to 8,442 = 
exclusive of nearly 2,000 attendanc 
at special one-day VAT courses 1 
1972. Attraction of the Institute’ 
programme to non-members is evi- 
denced by the fact that the number of 
such candidates has more than trebled 
since 1970. 

In view of criticisms sometimes 
levelled at the costs of Institute courses 
it should be noted that the committe 
is under an overriding obligatior 
for its activities to be self-financing 
Course and conference fees in 197 
amounted to £207,000, against costs 
(including overheads) of £206,000. — 



























































The Nonsense of 
Dividend Limitation 


UGBY PORTLAND CEMEN 

in the words of its Chairman, Si 
Halford Reddish, F.C.A., J.DIP.M.A,,- 
would ‘apologise to no-one for our 
profit record’. In the course of 
annual message to the company’ 
workers and shareholders, circulates 
with RPC’s report and accoun 
1973, he described profits of Brit 
industrial companies as the 
source of the nation’s material wealth, 








h 


as President. 


Distinguished guests of the President of The Association of Certified Accountants at last 
gek's Presidential dinner in Haberdashers’ Hall. Left to right, Mr A. R. Wicks, J.P., Chairman, 
The Greater London Council; the Rt Rev. Or G. A. Ellison, C.V.O., Lord Bishop of London; Mr 
"TO. W. Newman, F.C.C.A., F.C.LS., the Association's outgoing President: the Rt Hon. Peter 
ore, M.P., Secretary of State for Trade; the Rt Hon. Samuel Silkin, Q.C., M.P., Attorney- 
eneral ; and Mr G, H. Rees, F.C.C.A., F.C.1.S., F.T.LL, then Vice-President of the Association. 
As reported in last week's issue of The Accountant, Mr Rees has now succeeded Mr Newman 





and the bulwark for continuity of 
employment. 

‘Unfortunately, there are too many 
‘politicians of all parties, with no 
owledge of how industry functions, 
ho seek to attract cheap applause by 
attacking profits. It is high time that a 
real effort should be made to explain 
‘the true function of profits to the 
general public.’ 

_ The chairman’s address to the 
company’s general meeting, to be held 
on May 17th, describes the recom- 
mended dividends for 1973 as ‘the 
maximum allowed under the current 
strictions’. 

‘Dividend limitation of this kind is 
nonsense and should be abolished. It 
as enacted, I suppose, as a sop to the 
nthinking; as something which will 
hit the individual investor in the shares 
of our industrial companies. It ignores 
the fact that it hits everyone in a 
pension scheme, every holder of an 
insurance policy, everyone with an 
interest in a unit trust... . Further, 
depresses the stock exchange value 
of a company’s shares, making it 
difficult for it to raise fresh capital if 
needed for expansion.’ 

If Britain was to win her way back 
to a prosperous future and an hon- 
oured place among the nations, he 
concluded, workers in Rugby Cement 
would certainly play their part — ‘even 
by doing our best to make profits’. 


Unprofessional Conduct 


OMPLAINTS of neglect and 

delay in attending to professional 
business continue to feature largely 
in the agenda of the Investigation 
Committee of The Institute of Char- 
tered Accountants in England and 
Wales. Figures recently disclosed by 
the Institute show a significant in- 
crease in the number of such cases — 
including failure to reply to letters, or 
to return clients’ books and papers — 
over the previous year. 

About half the number of these 
complaints ultimately reach the Disci- 
plinary Committee. Of six such cases 
heard in February and March, one 
member was excluded and four repri- 
manded, and one practising certificate 
was withdrawn. 

Under the revised bye-laws ap- 
proved by members at a special 
meeting in June 1973, the Disciplinary 
Committee now has power (addition- 
ally to the existing penalties of 
admonition, reprimand, suspension or 
exclusion) to withdraw a members 
practising certificate or to require 
payment of a sum not exceeding £50 
by way of costs. 

It has been emphasized that the vast 
majority of complaints to the Institute 
is settled by correspondence, inter- 
views and telephone calls with the 
secretariat. The Investigation Com- 






























mittee has also dealt, over the past 
year, with more than 7o inquiries on a 
wide range of ethical problems. 

A review of the Institute’s code of 
ethics is currently under discussion by 
the Council, but publication of revised 
regulations is not foreseen for several 
months — possibly in the early autumn. 
Meanwhile, the Investigation Com- 
mittee’s terms of reference include 
such steps as may from time to time be 
necessary to keep under review the 
existing Council statements on ethics, 
and to make appropriate recom- 
mendations for their amendment 
where this appears desirable. 





Subcontractors to 
be Identified 


HE significance of clause 19 of 

the Finance Bill is revealed by the 
Inland Revenue announcement that 
existing certificates held by sub- 
contractors in the construction in- 
dustry will have to be exchanged 
shortly for newly-designed forms in- 
corporating a photograph of the 
holder and his signature. In conse- 
quence, each member of a partnership 
will require a separate certificate. 

The penalties for misuse of certifi- 
cates or related vouchers will be 
stepped up to include a fine of £500. 
The timetable for this operation will 
depend on the progress of the Finance 
Bill, and it seems that subcontractors 
should keep their holiday snapshots 
handy. 





A Century Ago 
The Accountant 
JANUARY 9, 1875 







Report of court proceedings 






Another so-called “Accountant” has 
been paraded in the daily papers as the 
accused on a charge of embezzlement. 
In this case the prisoner acquired his 
professional knowledge in the service 
of a firm of tailors and robemakers, 
and when they dissolved partnership, 
he was entrusted with the collection of 
their debts, and, in consequence, 
dubbed himself “Accountant.” It is 
really quite time for the Accountants’ 
Societies to take some steps to secure 
an acknowledged status for the pro- 
fession, and to protect it against 
hangers-on of this character. 
















place on 30th April, 1974, under the chairmanship of the President, Mr. T. O. W. Newman, F.C.C.A,, - 
/ECLS. 
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Association. Membership growth had been maintained at a satisfactory level. Registrations of new 
_ students constituted an all-time record for the Association at more than 10,600. 

comment. Copies were available free of charge. 

_ Association had been completed and released to teaching institutions. The first examination will be | 


examination had been held in June, 1973, and the high pass rate (72%) could be taken as indicative of th 
SC excellent calibre of candidates. The Diploma was clearly fulfilling a very real need. 


would still have to face the grim reality that economic patching and fiscal juggling were no real answer 
tothe fundamental economic problems of cost inflation. It was a matter for concern that increases in 
-income tax and corporation tax seemed to strike directly at two of the most important sources of risk 


` industrial development. 








: providing a technician qualification in accountancy. Its Secretary had been appointed and the 





























(certified Accountants 


The 69th Annual General Meeting of the Association of Certified Accountants took 


He reported that the year had been one of considerable activity and expansion forthe 


The Association’s new recruitment film “Certified Accountants-Springboard to ` 
Success”-the first such film to be made by any accountancy body-had received excellent press 
D 


A new and completely revised syllabus for the Professional Examination of the 


held in June 1975. The Association’s entry requirements had been raised to a two A-level standard. 
The Certified Diploma in Accounting and Finance was progressing well. The first 


The Institute of Accounting Staff had been set up by the Association for the purpose of 


Institute would be officially launched in June. The first examination would be held in mid-1975. 
A regional office for the whole of Ireland had been opened in Dublin with other offices ` 
in Cork and Belfast. A further regional office for Scotland was likely to be opened shortly. 
The Budget had stimulated the thought that whichever Government was in power it 


capital, viz., personal and corporate savings. That might prove a very real impediment to adequate 


The Association’s Petition for a Royal Charter of Incorporation was before the Privy 
Council, whose decision was awaited. ae 





Copies af the Annual Report may be obtained from The Secretary, The Association of Certified Accountants, 22 Bedford Square, London, WCLB3HS (01-636 2103} 





Shes. 





The ever-increasing fees for private education and the high cost of borrowing 
is making the payment of School Fees an even greater burden for many parents. 


In these circumstances Welfare’s School Fees Plans are an even better propo- 
sition, Fees are paid in full immediately they become due and can be repaid 
over ten or fifteen years. 


A number of plans are available but they are all designed to make School Fees 
payments as painless as possible. They all provide tax relief on the payments 
and may even show a tax-free capital gain at the end of the term. 


For full details and agency terms send off the coupon to our Marketing Services 
Department at Folkestone. 


_-—— 


Please send me details of Welfare Life School Fees Plans 


Welfare Insurance Co Ltd 


The Leas, Folkestone, Kent, CT202AN. 
Tel: Folkestone 57333 
in conjunction with | 


| € National Westminster Bank 


geng PER SEENEN, KIR A ERE MEERE EDER EPOE IIR EE STEER, IAE KSN, KCRG EAA A EAR ETE 


WELFARE LIFE SCHOOL FEES PLANS 















Taxation of ` 
Foreign Income 


AIEW rules operate from April 
UN6th, 1974, to tax the income of 
foreigners (persons not domiciled in 
the United Kingdom) and natives, 
Moreover, foreigners will automatic- 
ally acquire .the status of ‘natives’ 
_ for any year of assessment after April 
op, in which ordinarily resident, 
hat status also applied in any five 
the six preceding years. An in- 
` dividual who first becomes ordinarily 
-resident in the UK in the current 
fiscal year would not be affected by 
<- this system before 1979-80. 
` "The Inland Revenue have issued 
explanatory notes on the position. One 
























agreement. 


THIS IS MY LIFE 


Counsel of Perfection 


by An Industrious Accountant 





























FIND myself getting thoroughly fed-up with our 
Hjittering directors questioning the collapse in equity 
prices on the stock market and the potential impact on the 
solvency of our pension fund. Really, you’d think it was 
all my fault, whereas in fact they all have — naturally — 
‘their own axes to grind. 

The chairman is straightforward enough — as chairmen 
go, which may not be saying much. If values fell further, 
should we up the company’s annual contributions to the 
erhaps under-funded scheme, he asked? Our actuaries 
laughed it off. The loss was minimal if one looked even a 
short thirty years ahead, they pontificated; besides, the 
h was due to skyrocket again, any decade now. 

S managing director gnawed his lower lip and asked 

_ for a special report from our brokers. ‘These war-worn 

characters are hard to contact nowadays, especially since 
urging us to snap up bargains when the FT Index read 

350. They avoid the club, have lost their usual hearty 

camaraderie style, and wear looks of noble resignation, 
ke early Christian martyrs waiting for the lions to be 

uncaged. Personally I expect them to jump town any day, 

` and make for banana republics that don’t have extradition 

agreements. ; 

-Of course, I know why our highly-strung MD is drinking 

too much pink gin. He bought at the top, unfortunately. The 

days are gone when he did well on new issues, unloading 
is allotments fast. As Walter Scott might have said: 

he stag at eve had drunk his fill : 

— Where danced the dolls of old Windmill, 

And deep his midday loot had laid, 

` In far Geneva’s nameless shade.’ 


example given is that of an American 
employed by an American corporation 
and posted to the UK for a tour of 
duty with its UK branch. He will be 
liable on one-half of his earnings for 
the job carried on in Britain. How- 
ever, his earnings from a job carried 
on wholly abroad (for example, a 
directorship with a foreign company) 
will continue to be charged on the 
remittance basis. On the other hand, 
someone who comes to the UK for so 
short a period that he does not 
become resident would not be liable 
on earnings from a job carried on 
abroad but would be liable to tax on 
his earnings from his job in Britain, 
unless exempt under a double taxation 






A Matter of Confidence 
AST week another publication re- 
ferred to the forthcoming esta 

lishment of a ‘Consultative Cor 

mittee of Accountancy Bodies’. The 

Accountant was not without knowledg 

of this anticipated development, which 

has in fact been alluded to in presi- 
dential addresses at the recent annual 
meetings of the Scottish and Iris 

Institutes. ge 
Details, however — as in the cas 

also of the Solomons’ Report — ari 

held to be confidential until*the date ol 

their official release later this mon 

It is the established policy and practic 

of The Accountant to honour. su 

confidences. l 




























The deputy-chairman wears two caps. As director h 
wants the company to show a whacking big profit an 
increased dividends, both leading to directors’ bonuses. As 
an ambitious and scheming would-be tycoon he wants. 
bad year, leading hapless shareholders to turn in thei 
certificates, where upon be buy anything offered, cheap. 
and make a play for control when the time is right. 

Personally I favour the tale of Henry VIII throwing th 
gaunt old Abbot into the Little Ease in the Tower becaus 
of his sinful wealth; whereupon that good and guileles 
man disclosed the secret of his Order’s success: 

‘Work an eighty-hour week and buy more land with th 
proceeds, for four hundred years.’ 

Pity we hadn’t known it earlier. 


SHARES INDEX 
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was attending a luncheon in honour of 
HM the Queen of Denmark. 

< In his opening speech of welcome, 
Mr Percy F. Hughes, Editor-in-Chief 
f° The Accountant, referred to the 
ouble anniversary in 1974 — 21 years 
of the Awards and 100 years of The 
Accountant. Whether the competition 
d ‘come of age’ in its 18th year was 
certain, but it was a point of pride 
hat it was now 21. 

"This year is also the rooth year 
ince The Accountant was first pub- 
ed’, he continued. ‘It may be 
aid that we are 100 years old, but for 
y part I would prefer The Accountant 
be regarded as 100 years young.’ 


orging the links 

When, in 1874, The Accountant first saw 
he light of day under the guidance of 
fred and Robert Gee, there was no 
ecountancy profession organized on a 
national basis in the United Kingdom, or 
ndeed anywhere in the world. ‘There 







Mr Percy F. Hughes Editor-in-Chiet of The Accoun 


OMPETITION for The Accountant Annual Awards for 1974 — the 21st 
ear of their presentation — was intense, and constituted a new record for the 
competition. The successful companies — Burmah Oil and UK Optical and 
dustrial Holdings — were selected by the Panel of Judges from more than 

350 entrants. The Awards were presented at the Mansion House last week by 
Alderman Sir Robert Bellinger, G.B.E., as deputy for the Lord Mayor who 





can be no doubt’, said Mr Hughes, ‘that 
in those early days The Accountant 
played no small part in forging the 
links between the provincial bodies then 
existing, which in 1880 combined to 
found the English Institute. 

‘Introduction of the Annual Award 
scheme was an important part of our 
endeavour to serve, not only the ac- 
countancy profession, but all those who, 
for one reason or another, find it neces- 
sary to concern themselves with the 
accounts of public companies, 

‘This year, to mark these events, we 
invited Mr Algernon Asprey to redesign 
the silver sconces which have been the 
form of the Awards for 20 years, to give 
them perhaps a more modern styling 
but without detracting from their beauty 
or the significance of their design. I hope 
that you will like the new sconces, and 
that those who have been successful will 
be pleased with them. 

‘Once again the Chairman of the Panel 
has been Mr Michael Wheeler, oc, He 
has been supported by a keen and lively 
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r E. K. Wright, M.A., F.C.A., President of The Institute of 
` Chartered Accountants in England and Wales; Mr J. A. Lumsden, M.B.E., T.D; D.L., Chairman of Burmah Oil; Alderman Sir Robert Bellinger, 

G.B.E.; Mr G. C. D'Arcy Biss, Chairman, UK Optical & Industrial Holdings; Mr. Michael Wheeler, OC: Chairman of the Panel of Judges; 
Mr W. S. Risk, B.Com., C.A., F.C.M.A., J.Dip.M.A., President of The Institute of Chartered Accountants of Scotland. 


A Proud Anniversary 


Twenty-first Annual Award Presentations 


Panel consisting of Mr W. S. Risk, 
Mr J. P. Grenside, Mr Anthony 
Mallinson, Mr P. H. Swan, Mr E A. 
Lediard Smith, Mr Robert Knight, 
Mr David Richards, Mr T. G. Abell, 
Mr A. M. C. Morison and Mr Arthur 
Webb. Once again, Mr Peter Chapman 
has been Secretary to the Panel. 


Tribute 


‘I am most grateful to them all for all 
that they have done to ensure that we 
maintain a high standard which will 
encourage other companies to strive for 
continuous improvement in their ac- 
counts. Mr Trevor MacDonald, having: 
served on the Panel for several years, 
asked to be excused from further duties 
on his retirement as a partner in his 
firm and was succeeded by Mr Morison. 
I would like to thank Mr MacDonald for 
all the valuable help given to us over a 
period of several years. 

"We have always had tremendous 
support from the accountancy profession 
and the platform party this morning 
includes representatives of many profes- 
sional bodies to whom I would extend a 
particular welcome and express my thanks. 

“To the winning companies I offer my 
very warm congratulations. The Burmah 
Oil Company and UK Optical and 
Industrial Holdings have been selected 

























company's Award from Sir Robert Bellinger. 


by the Panel out of a record number of 
entries. As most of you are aware, the 

: Awards are of equal merit but one is 
made for the report and accounts of a 
large group and the other for the report 
and accounts of a smaller company.’ 


Nightmare of inflation 

In presenting the Awards, Sir Robert 
Bellinger described the events of the past 
five years as tremendous in their impact 
upon the accountancy profession. The 
additional knowledge acquired by ac- 
countants over this period must have 
been enormous. 

He. devoted the major part of his 
remarks to the UK experience of inflation, 
which he characterized as ‘a five-year 
nightmare’. Little more than five years 
ago, more than 30 per cent of the world’s 
trade had been conducted in terms of the 
pound sterling; but, in consequence of 
devaluation, sterling had fallen out of 
confidence and out of favour as a world 
currency. Its place had been largely 
taken by the Eurodollar market — the 
Eurodollar, Sir Robert added, being in 
itself an inflated currency. 

The next step in Britain's downhill 
plunge into inflation had been the 
creation of another ‘paper currency’ in the 
form of sterling certificates of deposit — 
a form of internal currency traded be- 
tween the banks. Decimalization of the 
currency in place of {sd in 1971 had had 
a further inflationary effect. 

He was strongly critical of the then 
Government’s decision to ‘go for growth’ 
and the accompanying policy of ‘com- 
petition and credit control’. ‘I think’, 
said Sir Robert, ‘it should have been 
called “competition and no credit 
control”. That is in fact what happened. 
We developed an enormous volume of 





Mr JA. Lumsden, M.B.E., T.D., D.L., Chairman of The Burmah Oil Company, /eft, receiving his 


credit within the country — in other 
words, another form of currency. 
‘Having really got the bit between 
our teeth, we went in for deficit financing 
to the tune of some £4,000 million. 
That was another push to inflation in 
this country. Finally, we floated the £.’ 
Against this background, conventional 
accounting principles revealed only a 
part of the economic picture, and he 
welcomed the proposals of the Account- 
ing Standards Steering Committee for a 
statement based on current purchasing 
power values to be included with a 
company’s annual accounts. He thought 


D'Arcy Biss, Chairman of the company. 


Sir Robert Bellinger presenting the Award for UK Optical & Industrial Holdings to Mr G. c. E 






that the collective influence of thé 
accountancy profession could be one of 
the most powerful factors in restrainin 
the scourge of inflation. E 

Turning to thé winning companies 
accounts, Sir Robert commended the 
way in which both had produced in- 
formative annual reports, and he con- 
gratulated them on their success in 
winning the Awards. 














Double anniversary l 
Receiving the Award on behalf of Burmah 
Oil Company, its Chairman, Mr J-A 
Lumsden, M.B.E., T.D., D.L., said that the 
news of his company’s succegs had come 
as a delightful surprise. It was a par- 
ticular pleasure to receive this Award in 
this centenary year of The Accountant 
and on the zīst anniversary of the 
institution of the Awards. 
‘The production of a report and ac 
counts in these days — certainly in large 
companies, and I am sure in smaller ones; 
too — is a tremendous team effort’, he 
continued. ‘It is not the product of on 
or two people but a team effort betwee 
the financial accountancy people, publ 
relations, people involved with photo- 
graphs and artists, and financial plannin 
On the management side, the various 
executives in the group have a chance tò 
convey their piece in relation to the. 
operations of their companies. 
‘It is a great pleasure to all these | 
people to be recognized in this way. I am 
grateful to you for inviting some of the 
key people to this ceremony today; also, 
if I may say so, for including their wives, 
































































nyone who has seen an activity such as 
the production of a report and accounts, 
and knows the late work which goes on 
light after night, will have great sym- 
pathy with the ladies, and it is only right 
hat they should be here today. 

‘I should be wrong if I did not refer 
“the tremendous help which we got 
from our auditors, Messrs Whinney 
Murray, who are represented here today; 
and also from our printers, Messrs 
William Hodge and Chilver. All these 
people have contributed to the result. 

ʻA year or two ago, we in Burmah Oil 
made a tremendous and deliberate effort 
to expand the information which we were 
giving to our shareholders. For that 
purpose, it may be of interest to mention 
that to co-ordinate the whole thing we 
assigned the task to one of our parent 
board directors who had recently shed 
his day-to-day executive duties and 
therefore had a little more freedom. He 
was able to co-ordinate the activities of 
call the other various departments, and I 
am sure his efforts have gone a long way 
to produce this result.’ 


Development of standards 


Mr Lumsden paid tribute to the tre- 
 mendous amount of work by the ac- 
ountancy bodies which had contributed 
so much to the development of improved 
standards of information in company 
“accounts. While he confessed that he 
sometimes disagreed with particular state- 
ments of standard accounting practice, 
the manner in which these had been 
developed allowed of a degree of flexi- 
bility of a kind which could not be incor- 
porated into a statute. 


` Executives of The Burmah Oil Company with their company’s Award. Left to right: Mr W. R. 
Gage, CA. finance director; Miss C. Y. Thomson, special projects officer; Mr J. L. Kirk, F.C.A., 
< chief accountant, and Mr J. A. Leiper, F.C.1.S., company secretary. 


In an apparent reference to SSAP 1, 
Accounting for the Resulis of Associated 
Companies, Mr Lumsden added: ‘As 
most of you will know, Burmah Oil 
happens to own rather more than 20 per 
cent of BP. In my view, it would be 
totally misleading to incorporate the BP 
figures in the Burmah Oil accounts, and 
we do not do so.’ (A note in Burmah’s 
audited accounts — in which Burmah’s 
interest in BP’s profit is separately 
stated ~ says: “The British Petroleum 
Co Ltd is not regarded as an associated 
company, although the group’s holding 
therein is in excess of 20 per cent’.) 


Si 


Sir lan Morrow, C.A., FCMA. J.Dip.M.A., A-T.LL, deputy chairman and managing director of 
UK Optical & industrial Holdings, centre, holding his company’s Award with Mr A. L. Blakesley, 


Statutory prescription, Mr Lumsden 
continued, tended towards ever-longer 
and more complex statements; in this 
connection, it was important to produce 
accounts that were readable and interest- 
ing to the ordinary stockholder, as well as 
giving the information required by the 
financial analyst. Burmah had a very 
high proportion of small holdings; over 
75 per cent of the total number of share- 
holders held less than {500 worth of 
stock, and 44 per cent of the total held less 
than {200 worth. 

. Contrasting the blue and the red covers 
adopted by his company for their 1972 
and 1973 accounts, Mr Lumsden ex- 
plained, amid laughter, that this had 
been decided upon long before the out- 
come of the 1974 General Election! 

‘Stockbrokers and others who. are 
interested in the accounts conveyed to 
us that they find it rather confusing if 
the accounts for each year look exactly the 
same; so we decided to rotate the 
Burmah colours of red, white and blue in 
alternate years. We can go on with this 
red, white and blue so long as we remain 
within the United Kingdom! 

‘I think Burmah is the first company 
incorporated in Scotland to win this 
Award. We are extremely proud of our 
Scottish heritage and our Scottish tradi- 
tion; and while I am as much of a passion- 
ate Scot as anyone, I personally do not go 
along with the Scottish National Party. I 
still want to show the red, white and blue. 

‘I would like to congratulate the 
other winner here today, UK Optical and 
Industrial Holdings Ltd, who have won 
the other Award. It will not, I hope, be 
taken amiss in this gathering of account- 
ants if I just quietly draw attention to the 


F.C.A., a director, right, and Mr J. H. Pinto, F.C.A., A.C.M.A., the company secretary. 
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and Mrs Howitt. 


fact that the chairman of that company is 
~ like myself — a practising solicitor!’ 


Example to follow 


Receiving the second Award, for smaller 
quoted companies requiring less complex 

.. accounts than those of a major group, 
<Mr G. C. D’Arcy Biss revealed a fine fund 
of humour, He wondered whether the 

Law Society might not usefully follow 
The Accountant’s example, and introduce 
its own awards in the field .of legal 
practice ~ possibly for the best drafted Bill, 
or the most attractively served writ! 

‘I consider this a very great honour and 
a very great privilege for my company 
to receive this Award, and a very great 
privilege and honour for myself to receive 
it on behalf of the company. It is entirely 
fortuitous, but also fortunate, that we 
have had the boardroom very recently 
redecorated - not with any expectation. 
I hope it will be fitting to receive these 
very beautiful sconces, and show them off 
to their best advantage. 

‘I am very hesitant about being here at 
all, because I have so many distinguished 
accountants on the board as colleagues 
and the credit really belongs to them; not 
ro me, who am one of the least in the 
field when it comes to figures and ac- 
counts generally, In particular, I would 
refer to Sir Ian Morrow, one of my 
deputy chairmen and the managing 
director of the company, to whom so 
much of the credit is due for these 
accounts. 

_ > "We were one of his early patients when 
he started company doctoring. I am 
happy to say that I think we are one of 
his very best examples, since we have 
never looked back in our profit pro- 





: Mr E. Kenneth Wright, M.A., F.C.A., President of The Institute of Chartered Accountants in 
England and Wales, and Mrs Wright, /eft, with Mr A. W. Howitt, MA F.C.A., FCMA, 
‘J:Dip.M.A., Immediate Past President of The Institute of Cost and Management Accountants 


gression. Here, of course, it is a case of 
the gamekeeper turning poacher, since he 
served for so many years on your Panel; I 
can assure you that he had no direct 
influence, so far as I am aware, on our 
getting the Award!’ 

In a jocular reference to the association 
of the goddess Aphrodite, patroness of 
commerce as well as of love, with the 
Awards, Mr D’Arcy Biss contrasted the 
judgment of Paris with that of the Panel. 
‘Paris stood alone when he was making 
his selection; Mr Michael Wheeler has 
had the help of a bevy of experts on 
figures of all kinds!’ 


Work of the Panel 


Mr George H. Rees, F.C.C.A., F.C.LS., F.T.LI., President of The Association of Certified, Account, 
ants, and Mrs Rees, /eft, with Mr Eric McDowell, EC A then Vice-President of The institute of 
Chartered Accountants in Ireland, and Mrs McDowell. 








Following Mr D’Arcy Biss, the Chairman 
of the Panel of Judges, Mr Michael. 
Wheeler, Q.c., recalled that in 1973 he. 
had described (he "work of the Panel as 
‘exacting, but rewarding’. He could’ not 
better that description twelve months later 
after they had been confronted with 1,350 
entries - the largest number yet. 

‘We made one major change in our 
procedure. You know that we have two 
categories of companies ~ large and 
small, divided very largely by the size of 
their net assets. I hinted last year that we 
thought that the ‘smaller’ category could. 
perhaps do with a little stimulus, and- 
in the event we raised the figure of the 
net asset values of companies who were 
able to come into that category. This 
enlarged the category, and I think the 
results have shown it to be worth while. 

‘By any standards, the standard of (he 
larger companies this year ~ with Burmah 
at the top — was very high indeed, I am not 
giving away a secret when I say that 
Burmah was chased home very hard by at 
least two rivals. I do not propose to tell 
you who they were because we do no 
deal in names other than the names of 
winners; but when you realize that, at 
the end of the day, we have to choose two. 
out of 1,350 you will appreciate the task 
facing the Panel. : 

‘What clinched the decision iñ 
Burmah’s case — and it was a unanimous 
decision — was the lucid way in which tbe 
set out and explained a very complex 
situation. Those that ran Burmah close 
had very much easier and simpler set-ups: 
to explain; I may say that they did it 






















































































Administrators, and Mrs Clarke. 


extremely well, but Burmah had a 
difficult explanation to give, and we felt 
they earned the edge over their nearest 
competitors because they had achieved so 
successfully what they had set out to do. 
~~ ‘In the case of UK Optical and 
Industrial Holdings, we were impressed 
by all the: essential information clearly 
¿set out, although, on a lighter note, we 
‘were concerned about the six pictures of 
girls wearing spectacles and only one man 
+ there’s equality for you!’ 


Accounting standards 


Mr Wheeler went on to comment on the 
tremendous amount of work being done 
by Sir Ronald Leach’s committee in the 
preparation of accounting standards and 
` mp getting these discussed and accepted. 
“Two of the most important are in the 
‘pipeline at the moment. One is on 
sources and application of funds and 
the other is on something which has 
been referred to already by Sir Robert — 
mation accounting. It is quite obvious, 
if one thinks about it; that in an era of 
inflation you cannot get a true comparison 
of like with like over the years unless you 
do try and develop techniques which deal 
with the inflation element. As for state- 
ments of sources and applications of funds, 
these are essentials to an understanding 
of a company’s liquid position.’ 


Welcome to the guests 


‘Referring, in his address of welcome to 
the guests, to the Lord Mayor’s absence 
ön ‘affairs of State’, Mr Arthur E. Webb, 
Editor of The Accountant, said they were 
nevertheless fortunate in having in his 
place Alderman Sir Robert Bellinger to 
present the- Awards. He was a company 
chairman himself, and in his dual 


Mr Percy F. Hughes, Editor-in-Chief of The Accountant, left, and Mrs Hughes, far right, with 
Mr Robin Clarke, M.C., J.P., F.C.1.S., Treasurer of The Institute of Chartered Secretaries and 


capacity as President and Chairman of 
the National Savings Committee, Sir 
Robert was fully appreciative of the value 
and importance of informative and 
clearly-presented company accounts. 

Mr Webb acknowledged the fund of 
goodwill and encouragement which had 
been accorded to The Accountant over the 
years ‘in our endeavours to foster good 
company reporting, and which are 
epitomized in the Annual Awards’. 

He extended a warm welcome to the 
many distinguished representatives of the 
accountancy and other professions, of 
Parliament, the public service, commerce 
and industry who attended the presenta- 
tion ceremony. 





SYMBOLISM AND DESIGN 

OF THE AWARDS 
In this twenty-first year of The Accountant 
Annual Awards — and the centenary year 
of The Accountant - Mr Algernon Asprey 
has redesigned the silver sconces which 
have become well known and a coveted 
prize since their introduction in 1954. 
He felt it right to preserve the original 
symbols, and these have-been incorpor- 
ated within the new concept. The new 
design is illustrated on the cover of this 
issue, 

The protection of commerce was a 
function given to the goddess Venus, or 
Aphrodite, by the Phoenicians who 
carried the worship of Astarte (as she 
was known to them) wherever they 
established manufactories or markets. 
From these traders the early Greeks 
obtained a knowledge of the essentials of 
commerce — coinage, weights, measures 
and, it is said, a system of writing. The 
earliest form or image under which this 
goddess was worshipped was that of 
a ball or pyramid surrounded by torches. 
Among the symbols of Aphrodite were 
a tortoise, a ram’s head and a rose. 

Ancient and modern symbolism have 
therefore been united in the Awards. 
Aphrodite’s burning torches are reflected 
in the sconces; while in the pattern of 
each, the tortoise, the ram’s head and the 
rose preserve origins from the mists of 
time. The reversed ‘£’, scrolls and a 
quill depict the accountancy and docu- 
mentary side of trade. The letter ‘A’ 
signifies The Accountant Annual Awards, 
which remain the property of the com- 
panies to which they are presented each 
year. 


Mr W. S. Risk, B.Com., C.A., FCMA, J.Dip.M.A., President of The Institute of Chartered 
Accountants of Scotland and a member of the Panel of Judges. /eft, congratulates Mr J. A. 
Lumsden, M.B.E., T.D., D.L., Chairman of Burmah Oil, and Mrs Lumsden, on the company’s 


success. 





Left: The Editor ot The Accountant, Mr Arthur E. Webb, receiving Mr R. S. Wainwright, MA M.P., F.C.A., and Mrs Wainwright. 


Right: Mr Mohamed Musa, A.C.C.A., Director-General of Finance, Sultanate of Oman, with Mr A. W. Howitt, M.A., F.C.A., FCMA, 
J.Dip.M.A., Immediate Past President, The Institute of Cost and Management Accountants. 


l Mr Michael Wheeler, Q.C., Chairman of the Panel of Judges (second right), with Panel Members (from left) Messrs T. G. Abell, 
A. M. C. Morison, M.A., C.A. and David Richards, F.C.A. 
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Left: Mr L. Dudley Morse, F.C.A., President, The Chartered Accountant Students’ Society of London, with Mrs Morse. 
Right: Dr P. J. K. Webster, F.C.A., Director of Finance, National Ports Council, is greeted by the Editor. 
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Group Registration: Time Limits 


ECAILURE to recover input tax is, of itself, no ground for 
“saying that the Commissioners of Customs and Excise 
were wrong to refuse an application for group registration 
effective as from a date prior to receipt of the application. 
Hardship, even if proved, does not enable a Tribunal to 
erride the law. 
wo companies, "EI and ‘F’, were so associated as to 
be eligible for group registration under section 21 (3) of the 
Finance Act 1972, but E in isolation was not liable for 
registration and had not been registered. F was registered 
as from April ist, 1973, and on August 8th the Commissioners 
received a request for group registration of the two com- 
panies. with effect from April ist. After some discussion 
and correspondence, of which no evidence was given to the 
Tribunal, group registration was approved from October 

Ist, 1973. 

_E was apparently a small company, supplying only to F, 
was not realized, until F submitted its first quarterly 
urn, that in the absence of group registration E could 
not obtain credit for the input tax which it had suffered. The 
amount involved for the six months prior to October 1st, 1973, 
Lor. 

a sions for group: registration are to be made, 
ccording to section 21 (7) of the Finance Act 1972, ‘not 
less than go days before the date from which it is to take effect, 
or at such later time as the Commissioners may allow’. No 
ot had been established on the appeal, the Tribunal 
held, which suggested that the Commissioners’ decision on 
e facts of the present case was wrong. 

The Tribunal, however, dismissed a preliminary sub- 
mission by the Commissioners that allowance of a group 
gistration within less than go days under section 21 (7) was 
‘matter of discretion, under which no appeal could lie 
ander section 40 (1). In ordinary language, the appellant 
in this case had made an application under section 21, and 
that application had been refused. Prima facie, there was a 
right of appeal under section 40 (1) (g); and whether the 

refusal was justified or not appeared to be primarily a 
question of fact which should be decided on the hearing 
f the appeal. 

Foster Lid v. 


A Customs and Excise (Tribunal 
reference LON./K/74/7). 


+. 


Jeregistration Not Retrospective 


f*ONDITIONS for deregistration for VAT purposes are set 
Aout in Schedule 1 to the Finance Act 1972. Once registered, 
a taxable person is eligible for deregistration only if it appears 
that the value of his taxable supplies will not exceed £4,000 
per annum, and deregistration cannot operate retrospectively. 
The proprietor of a coin-operated launderette completed form 
VAT 1 in January 1973, estimating his takings for the ensuing 


year at £5,800, and on this evidence he was registered for VAT. 
However, due to various factors (including machine breakdowns, 
and difficulty in engaging competent staff), the business: was in 
decline from late 1972; actual takings for the three months 
ending on November 30th, 1972, were £1,323; for the six months 
to Febuary 28th, 1973, £2,772; and for the nine months to 
May 31st, £3,948. 

At this point, the proprietor decided to sell the business, and 
applied for deregistration on the ground that his turnover for 
the year to August 31st, 1973, would not exceed £5,000. The 
Commissioners of Customs and Excise eventually cancelled his 
registration with effect from August roth, 1973, on the grounds 
that he had then ceased to trade, but refused to deregister him ` 
as from April rst. Sage Tnn ; 

Before the Tribunal, the appellant argued that, if he had taken 
no action to register in January 1973, he would have been 
under no obligation to do so, because his figures were in con- 
stant decline. Further, his machines were coin-operated; there 
was no effective means of passing on VAT to his customers, and 
the Counter-Inflation Act 1972 prevented him from making 
any general increase in his charges. In consequence, his profits 
were almost entirely wiped out, and it was wrong to expect him 
to bear VAT which he could not recoup from his customers. 

The London VAT Tribunal held that it was of no assistance ` 
to the appellant to say that, in the event, he might not have been 
in default if he had not registered. Such a conclusion could be 
reached only with the advantage of hindsight, and it could not 
reasonably have been foreseen in February 1973 that takings 
for the year would not exceed £5,000. The Tribunal, while 
having all sympathy with the appellant, could not support the 
contention which he had put forward. 

Pridham-Wippell v. Customs and Excise (Tribunal reference 
LON./74/6). 


Unusual Grounds of Appeal 


a eae meanings’ attributed to words by an appellant 
claiming to be Master Mason of Bedwyn failed recently 
to persuade the London VAT Tribunal. He had sought zero- 
rating from VAT for two items of ornamental masonry, on 
grounds which the learned chairman of the Tribunal attempted 
to summarize as follows: 

"Mr Lloyd, as Master Mason of Bedwyn, has a special 
knowledge of facts and circumstances which are hidden from 
people like us. He says that, because of that special knowledge, 
he knows that the measurements of each of these two items are 
in a special ratio of 3, 4 and 5, and for this reason they give 
information in the same way as a book of the same dimensions. 
k follows, he says, that as a book which had the same ratio 
of measurement would be zero-rated, so these two items should 
be zero-rated. Accordingly he is not liable for tax. These 
arguments did not persuade us.’ 

Mr Lloyd had also disputed the Tribunal’s competence to 
decide his case ‘because of their lack of understanding’, and 
said that a barrister was professionally a most immoral man. 
He was kind enough to add to this that he intended no un- 
friendly remarks about the learned chairman’s private life. 

The Tribunal, while not disputing the importance to Mr 
Lloyd of his theories nor the sincerity with which he held 
them, found that it had no alternative but to apply the law laid 
down by Parliament. What Mr Lloyd had sought to convey to 
the Tribunal was that these theories were of the very greatest 
importance; the Tribunal, while not understanding those 
theories, hoped that his conscience would have been satisfied 
by the opportunity of expounding them, and that he would 
make no difficulty over the payment of tax. 

Lloyd v. Customs and Excise (Tribunal reference LON. 


H/74/14). 
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Mining and Land Deals 


i Ontario's Budget Gathers the Windfalls 


NTARIO’S 1974. Budget, introduced by a ‘Progressive 
Conservative’ Government, is seen by many as being more 
progressive than conservative. It contains two groups of pro- 
“posals which have already been reflected in falling prices on the 
London Stock Exchange — a doubling of the yield of the mining 
tax, and punitive taxation of speculative land dealing by non- 
residents. 


Increased demand has resulted in sharply higher metal: 


prices and substantial windfall gains for the mining industry 
in Ontario; and, with the prospective demand for minerals 
likely to sustain current price trends into the future, the pro- 
vincial government had decided to divert considerably more of 
the inflationary gain to its own purse. Instead of imposing a 
new royalty, as British Columbia has done, Ontario intends to 
double the yield of ‘its mining tax. 

This tax has the advantage of taking into account the ex- 
penses of extracting the ore and, consequently, does not dis- 
courage the mining of low-grade deposits. Rather than double 
the present 15 per cent flat-rate tax, the Ontario Government 
proposes the substitution of a graduated rate ranging from nil 
on the first $100,000 of profits to a rate of 40 per cent on profits 
in excess of $40 million. 

This new initiative will secure a larger share of windfall 
gains, without imposing an unfair burden should metal prices 
and profits decline. The low initial rates: of the graduated 
tax are also designed to assist the smaller mining companies, 
whose operations often provide the only major source of 
employment in isolated northern communities. 

In addition to doubling the mining tax, Ontario’s Treasurer 
has also proposed other measures to increase tax revenues 
from the mining industry. ‘These are the abolition of the three- 
year exemption for new mines, disallowance of mining taxes 
and mining royalties for corporate income tax purposes, and 
removal of the mine and mill allowance under the capital tax. 

At the same time, the Budget offers increased incentives for 
exploration and development, including processing, in Ontario. 
These changes are analogous to the fast write-off provisions 
under Canada’s federal Income Tax Act, coupled with full 
deduction of pre-production expenses, and full deduction of 
exploration and development expenses incurred in Ontario 
by corperations whose principal business is outside mining. 
In addition to tax incentives, the Ontario Government is con- 
sidering the modification and expansion of its mineral explora- 
tion assistance programme to cover the whole province. 

In addition to doubling the yield of the mining tax, the 
Treasurer also proposes to double the dues which the Province 
receives from the cutting of timber on Crown lands., 


Taxes on land deals 


Influenced by his recent visit to Britain, the Treasurer, has 
announced a new land speculation tax designed to bear most 
heavily on owners of Jand and buildings which are purchased 
and resold without any real value being added. The new tax is 
imposed at a 50 per cent rate on the increase in value and, since 


A 


by A SPECIAL CORRESPONDENT 


income tax will apply over and above this tax, the effective 
total tax on a land gain by a public corporation will rise to 87. 
per cent if the transaction is treated as income, or Bo per cent 


if treated as a capital gain. 


The Government does not wish to discourage development 
and construction of industrial, commercial or residential 
buildings, however. Accordingly, exemptions will be provided 
in the following instances: 


(i) Sale of property used for commercial and industrial 
purposes, including tourist establishments; 
tii) Sale of property where the vendor has complied with a 
subdivision agreement and constructed residential or com- 
mercial premises; 
(iii) Sale‘of property where the vendor has purchased serviced 
land and constructed residential or commercial premises; 
(iv) Sale of property, to governments and government agencies; 
(v) Canadian resource properties in Ontario; ` 
(iv) Principal residences and principal recreational properties 
purchased by Canadian residents; and 
(vii) Family farms transferred within the family Ge kept in 
agricultural use. 


The acquisition cost will be the fair market value on April 
gth, 1974, or the actual cost if purchased after. In determining 
the increase in value, capital improvement costs and reasonable 
carrying charges not exceeding ro per cent annually will be 
allowed as deductions. d 


Acquisition by non-residents 
In examining the problem of rapidly-rising prices for real 
property in Ontario, it has become apparent that large-scale 


- acquisition by non-residents is a significant factor. The matter 


of control of foreign ownership of Canadian land is a current 
constitutional issue which has not been fully resolved, but the 
Government of Ontario favours positive action to maximize 
the Canadian ownership of Canadian real estate, and has there- 
fore decided to take interim steps ~ using the instruments at its ` 
disposal. 

Accordingly, the Gesong of Ontario has proposed a very 
substantial increase in the land transfer tax where land is pur- 
chased by non-residents of Canada, the rate being increased 
from op per cent to 20 per cent. This increase may be rebated 
where an industry contributes substantially to the Ontario 
economy, or where vacant land bought by a non-resident is sold 
back to Canadians, within five years in the form of housing or 
developed commercial premises. 

The Budget also proposes a number of other initiatives which 
together ensure that Ontario .remains in the forefront of 
progressive and dynamic jurisdictions. These include a new 
guaranteed annual income system and enriched tax credits for in- 
dividuals, including a doubling of the property tax credit (an 
income tax credit for the Ontario equivalent of Britain’s local 
rates); and an income tax credit for small Canadian-controlled 
private corporations, related to increased capitalization. 
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Life Assurance After the Budget 


Legislation by Decree? 
by OUR INSURANCE ‘CORRESPONDENT ' 


NE of ‘the practical difficilties about the : Budget 

proposals affecting life assurance is- that, although 
they will apply to policies issued after Budget Day (March 
26th), the necessary legislation will not be introduced until 
the second Finance Bill, which is expected in the autumn. 
Even then, there may be amendments before. the legis- 
lation is on the Statute Book. If, for one reason or another, 
the second Finance Bill should not materialize as expected; 
if, for instance, there should be a change of Government 
before then, it does not-necessarily follow that all the pro- 
posals ‘will be implemented — although one can be fairly 
sure that many of them will be much as expected. 
. From the proposals, it is clear that the prospects for 
straightforward conventional life assurance are as bright 
as ever. The aim behind the proposals, in the main, has 
been to stop up loopholes and to prevent the manipulation 
of life policies in different ways, whereby advantage: has 
been taken of ‘different tax ‘situations. In the future, 
provided: a life policy is used In. an entirely straight- 
forward way, it is unlikely to lose any of the advantages 
which it has enjoyed 4 in the past.’ 


, Growth bonds 
It was“ no -surprise that Dianei growth bonds and 
guaranteed income boñds are to be hit, since they. had been 
exploiting a tax anomaly. The principle behind a growth 
bond has been that it has been a deferred annuity with the 
option for the annuitant to take a cash sum instead of an 
annuity at the end of the period of deferment. Effectively, 
` the fund in which the purchase price is invested is a gross 


fund. -This is because, provided the investment income . 


does not exceed the amount paid out in annuities each 
-year, no tax has to be paid. Naturally; insurance compass 
make sure that the right balance is maintained. 

The effect, therefore, is that capital accumulates on-a 
tax-freé basis. At the end of the day, when the cash option 
is taken, there has been in the past only a liability to higher 
rate tax, less basic rate tax, and top slicing relief has been 
allowed. The principle has been that the. amount of the 
gain (i.e. the difference between the purchase price and the 
cash taken at the end) has been divided by the number of 
full years for which the contract has been in force. The 
resulting figure. has been added to the bondholder’s 
income for-the year in which the cash has been received, 
so as to establish the appropriate higher rate of tax, less 
basic rate. This ‘rate. has then been applied to the whole 
. of the gain. $ 
In the Budget,’ ‘it was ie ‘that, for deferred an- 


" nuities arranged after March 26th, ie amount of the gain 


should be subject to basic rate tax as well as higher rate. 
tax, which is logical enough. -Bonds arranged before March ` 
26th will not be affected, and will be subject only to higher ` 
rate tax. f 

Although that: change bas taken away much of the at- 


traction of growth bonds, even on the new basis, it could 
-well prove attractive for a high rate taxpayer to take a 


guaranteed growth bond over a comparatively long period; 

arranging for it to mature during retirement when his 
income will be lower. In this way, the capital will ‘ac-. 
cumulate‘ free of tax over a reasonable period, and then the 
interest’ element will be taxed when the bondholder’s 
tax rate is likely to be below its peak. Should the. bond- 
holder die before the end of the term, it looks as though the 


death payment will not attract an income tax liability — — ) 


but this, no doubt, is the point at Kë the gift tax we 


take effect in one way or another. 


The most usual type of income bodi is also affected - = 
because income bonds have really been two contracts. In’. 


the first place, part of the purchase price has been used to 


purchase a temporary annuity., This bas simply provided 
the guaranteed income over the period, with a substantial ` 
part of each payment being regarded as a repayment of. ` 
tax, and thus being free from tax. The temporary annuity 
itself does not provide any return of capital at the end of 
the day. The way in which the original investment has 
been returned at the end of the term has been by means of: 
using part of the original ‘purchase price to buy a growth i 
bond (as described above). In the past, for anyone paying ` 
no more than the standard rate of tax at the end of the 
term of an income bond, there has been no tax to pay in 
fespect of the ‘return of the original investment’. Now, 
however, in view of the tax changes, part of the so-called: ` 


‘return of the original investment will be looked upon as ~ 


income for the year in question, so far as tax is concerned. ' 


Temporary annuity , a 
Some’ income bonds have been scarcely affected at all. 


. These are contracts where, instead of a deferred annuity 


with a cash option being used. to replace the original 
investment,” a ten-year. bonus reinforced endowment 
policy is used. This type of contract was devised by the - 
London Life Association Ltd and, not long afterwards, 

the Sun Life Assurance macy, introduced. a somewhat 
similar type of contract. 

With this type of contract, part of the original i investment 
is used to pay the first premium, and the rest Ta invested 
in a temporary annuity. Part: of the benefits. from the 
annuity are used to pay the premiums each year. In this ` 
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way, the repayment of the oiigirial investment at thé end 
of the term comes from a qualifying life policy, and so the 
bondholder has no tax liability.. 

_ To obtain:the best results from this: particular fer 
a bondholder‘should be able to obtain the full 16} per cent 
relief of tax on the whole of the premium. Where this is 
possible, and. assuming that current bonus rates are main- 
tained and the standard rate of tax- is unchanged i in the 
future, the annual yield, net of standard rate. tax, should 
be around 82 to 9 per cent. 


v 


N No guarantee l 


` — One ‘point needs'to.be borne in mind about ai particular 
type of contract., There is no absolute guarantee that the 
original investment will be repaid at the end of. the day, 
since this.depénds on current bonus rates being main- 
tained. Nevertheless, life offices are generally conservative 
- so. fař.as bonuses are concerned, and try not to declare a 
higher rate of bonus unless reasonably sure that it will be 
possible to maintain it in the future. Thus, barring cata- 
strophe, this-is not a very real risk. 


In the event of the death of the bondbiolder duting- the’ 


‘term, there is å guarantee that the-full purchase price will 
be returned as a death benefit’ under the life: policy. If, 
however, at the time, the basic gum assured under the 
=". policy, plus bonuses declared to date, should be higher 


than the death: benefit, it is the higher figure which will be , 


paid. 


The Budget proposals i in connection with single premium - 


life policies (often known as bonds), such’as those linked 


_to property, unit trusts, or ‘managed’ funds, were not 
-entirely unexpected. ` Nevertheless, the : changes apply . 


only to contracts arranged after March 26th, and those 
g arranged prior to that date cari be used in the same way 
"as in the past, . 

. Fora numbet of years, thes position fae been that, if all 
or part of such a contract is surrendered, higher rate tax 
has to be paid on the amount of the gain. But i in an attempt 


to get, round’ that particular ‘difficulty’ in ‘recent years — - 


particularly for the more substantial -investor’- some 
life offices have been offering interest-free loans. In this 
_way, it has been possible to convert Dart of the investment 
into a fixed account, and take ar interest-free loan. - 

This has had much the same practical effect as a partial 
surrender, apart from the fact that it has been possible to 
draw out funds without paying tax at the'time. In theory, 

„tax has been. payable only on final cash-in by the holder 
. (with the tax being dependent on his tax rate.at the time). 
‘There have, however, been various devices to try to get 


round that, such’as-assigning the policy to a charity which, 


is tax-exempt. 
As mentioned, policies. arranged before March 26th 
„are not affected by the new proposals, and interest-free 


loans. can still be arranged on the same basis for them. But, 


for. policiés- issued after that date, that type of loan will 
count as a partial surrender, and there will be a tax charge 
on the profit at the time. “Nevertheless, many life offices 


‘will probably continue to-offer the interest-free loan facility, . 
since it will [enable anyone taking out cash to reinvest at ` 


some time in the future (if he wishes) without suffering 
the spread in prices. 


. Incidentally, a new system of calculating the higher rate . 
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tax Ge for. partial See is to be fer This 


will replace the existing rules, and will apply to-both new 
and existing policies. In the main, however, it is anticipated 
that this will. simply deal with anomalies which have 
existed to date. ' 

It àppears as oigh loans obtained against the security. 
of a ‘qualifying’ policy, and for which interest is, paid, 
will not be affected in this way. Nevertheless, in view of the, 
changes telating to relief of income tax on interest, in thé 


. normal course of events, if a loan is taken, the full gross 
‘amount will have to be paid, and no relief of income tax 


can be claimed. Ever since it seemed likely`that this re- 
striction would be reintroduced, thé more responsible 
firms of insurance brokers have been quoting for school 
fee schemes and other plans involving borrowing against: 


. the security of a life policy on the basis of interest having 


to be paid gross, with.n no tax relief. 


School: fees insurance 


Where arrangements for the provision of school EE cannot 
be made more than ten years before the first fees will be | 
required, borrowing in this way against the security of the - 
surrender of a policy which ‘will mature, say, when the 
child is due to leave school, will still be'a good arrangement. 
As will be seen, surrendering bonuses will no longer be a 
satisfactory method of raising funds for school fees. 

Nevertheless, the change regarding surrender of bonuses 
applies only to policies taken out after March 26th; thus, 
schemes in effect before that date will not be affected. 
In other cases, it may be possible to surrender’ bonuses 
from a policy arranged in the first place-simply to provide 
life cover. Another policy can be arranged to.replace that 
life cover, with its bonuses being left intact. 

The early surrender of life. assurance policies has been 
affected by the Budget proposals. The Inland Revenue’ 


` pointed: out that, broadly speaking, life assurance policies 


on which the premiums are to qualify for tax relief must 
have a prospective term of at least ten years; but, in the: 
past, if a policy wasisurrendered when it had run for only ` 
part of this term, the tax relief already given has not been 
recovered by the Inland Revenue. This has meant that the 
taking out and early surrender of policies has, on occasions, 
produced profits o policy-holders where the real source 
has been the tax relief which has been anne and which 
has not been recouped. 

This has’ been ‘particularly significant in the field. ‘of 
policies linked to building ‘society investment. In many: 
cases, the insurance company has imposed no penalty 


_ if the policy has been surrendered after twelve monthly ` 


payments. In view; of the timing of the premiums and the 
tax relief on them, ‘this has resulted i in very high ` net yields 


being earned. 


Policies in foree belo March 26th will not be affected; 
but it is'intended that the legislation to be introduced will 
provide that, where a policy arranged after that date which 
qualifies for tax relief is surrendered within four years of : 
its commencement, the life office, out of the policy pro: - 


.ceeds, will retain and pay over to the Revenue a ‘clawback’, 


representing the whole or a part of the total premium relief 
which normally will have been allowable on the premiums 
from the start of the policy. There will, however, be a ` 
ceiling which will secure that the clawback does-not exceed. , 
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the amount by which the policy-holder’s profit can be said 
to have been made out of the tax relief.’ 

If the clawback relates to premiums on which, for any 
reason, tax relief has not been allowed, and is not allowable 
in assessments on the policy-holder, | be: will be able to 
recover it from the Revenue. It-is intendéd that the legis- 
lation will apply the same clawback’ principle, with ap- 
propriate modifications, to cases where. policies are made 
paid up or are partially surrendered: or made partially 
paid up. It has been made clear that. the surrender of a 


bonus will be treated in the same way as s any other partial © 


surrender of policy rights. 


Anti-avoidance provisions 


As mentioned, the new legislation will apply only to policies 
arranged after March 26th. But, so as to prevent policies ` 
being used as a vehicle for this form of avoidance, the new 
rules will provide that, where a policy Gacliding any 
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policy issued before Budget Day) has its premiums in- 
creased by more than 25 per cent, the increase in the 
premiums will be treated as though it related to a new and 
separate policy to which the new rules will apply. 

The Budget proposals also cater for the situation where a 
policy-holder pays a premium (and obtains tax relief on it), 
but, at the same time, effectively recoups himself in whole 
or in part by withdrawing money from his policy — by a 
partial surrender of policy rights or a surrender of bonus. 

It is intended that, if all or part of a bonus or other 
policy rights are surrendered, there will be a tax clawback ` 
of 164 per cent of the year’s premiums, or 16$ per cent 
of the actual amount involved if this should be less. Never- 
theless, this restriction may apply only to cases above a 
particular threshold. 

Finally, there is to be a change in the testing of policies 
for ‘qualification’, but the new rules will come into force 
only for policies issued after April sth, 1975. 


Revisions to the Fourth Directive _ .. wh 


D 


by TOM WATTS, F.C.A. 


Wk, 


When the United Kingdom joined the EEC at the beginning of 1973, one directive | 


and three proposed directives on company law were already prepared. All of 


them were designed to harmonize company law in the original six member 
states; none contemplated the entry of the UK, Denmark, or the Republic of 


Ireland. 


The proposed ‘Fourth Directive’, on the content and format of the annual ` . $ J 
accounts of companies, attracted particular attention because its prescribed ‘ 
and highly detailed format of accounts, its prescribed ‘valuation’ rules and many 

other requirements indicated an approach quite different from British practice. / 


(ae proposed EEC Fourth Directive closely resembled 
German law, though the French also are accustomed to 
a prescribed plan comptable [The Accountant, December 
13th, 1973]. These two countries at least would find the 
British approach just as foreign as Britain found theirs. 
Much further work has therefore been done towards 
harmonization among nine instead of six. 

Following comprehensive and detailed proposals from 
the Groupe d’Etudes, the EEC Commission has just 
published a revised draft of the proposed directive. A 
quick first reading may give the. impression of relatively 
little change, and therefore of disappointment from’ the 
UK. viewpoint. Some comment to this effect has’ ap- 
peared,in the press. However, a more careful analysis of 
the’s<document shows this impression to be wrong; the 
The author, a “partner in Price Waterhouse & Co, is a co-opted member 


of the English. Institute’s Council and a- -member of the EEC Groupe 
_ Etudes (The Accountant, January 17th). 


` . 


revisions may not remove all difficulties, but they are 


nevertheless a SSES Step forward and much to be 
welcomed. ` 


Group accounts 


The original draft contained no requirement for con- 
solidated or any other form of group accounts in the 
case of holding companies. The new draft again does not 
include such a requirement but the ERR wording 

now appears in the preamble: a 


‘Whereas when a company belongs to a group, only the 
presentation of consolidated accounts of the group can give 
a true and fair view, as well as a complete view of the 
situation of the companies concerned; whereas in anticipation 
of the co-ordination of national rules in this field and in 
view of the fact that the Commission has committed itself to 
submit a proposal as soon as possible, Member States 
will take care that consolidated accounts provided for by 
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If your prime concern is to make sure you 
qualify for any of the above qualifications — 
read on. The School of Accountancy has had 
over 60 years’ experience of coaching students 
for accountancy and other professional quali- 
fications. We have learned a lot in those years — ' 


help them- with really personal tuition; how to P 
prepare them fully for their examinations; and @ 
how to give that extra confidence that makes all W 
the. difference in the exams. SOA course material: 
is easy to digest and constantly kept up to date 
with syllabus changes, trends in examination 
questions and new legislation. And yet it avoids 
non-essentials and ensures that your learning 
is as easy and efficient as possible. 


With the backing of our correspondence course $ 
you'll be fully prepared to add to over. 100,000 $ 
examination passes achieved by SOA prudents n 
many of whom have gained awards. 
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School of BEE 
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Published every Friday. Edited by JOHN JEFFREY- 
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developments, followed by detailed summaries of ` 
cases decided, printed as soon as judgment is given; 
the full: text of all relevant Statutory Instruments 
and official Press Releases; reports on Parliamen- 
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Budget Speech, Budget Resolutions and all Finance 
Bill amendments; and cumulative, FE 
indexes. 


The Cases consist of full reports of all English, 
Scottish and Northern Irish cases on income tax, 
corporation tax, capital gains tax, estate duty, 
stamp duties and value added tax. Every case. is 
stated and judgment is printed in full and reports 
are published as soon as the judges have approved 
them. The 1973 bound volume~of Simon’s Tax 
Cases, including every tax case between October Ist, 
1972 and October 31st, 1973, is now available.. 
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order copies of the Finance Act and other relevant 
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their ` legislation’: are established in conformity with the 
principles of the. directive. . 

This is an exhortation rather than a positive require- 
ment; nevertheless, it is as far as the Commission could 
be expected to go on this subject within the Fourth 
Directive itself without delaying unreasonably the pub- 
lication. of the present ' revisión. The Commission is 
known to be pressing ahead with a draft directive- on 
consolidatéd . accounts’ as fast, as its own” machinéry 


allows; among other steps it has asked the Groupe d Etudes 


to submit a draft as quickly as it can. 

Annual accounts are now: required ` to give a true and 
fair view of the company’s assets, liabilities, financial 
position and results. The former requirements were con- 
formity to ‘the principles of regular and proper ac- 
counting’ and the reflection ‘as accurately as possible’ 
of the company’s assets, liabilities, financial position and 
.tesults.. This is a basic change of EES which. is 
_ much to-be welcomed. 


Standardized form of accounts 
The original draft required a ‘prescribed and very detailed 
format of accounts, but permitted a small choice between 
prescribed formats. 

This is a subject on which RE different 


views have existed between member states. In Germany ` 


and France, for example, accountants argue that a pre- 
scribed and detailed format- is a desirable discipline. 
But accountants in the Netherlands and in the UK con- 


` sider that it detracts from the giving of a true and fair’ 


view and inhibits: the EE of . improved tech: 
niques of presenting accounts. - ne 


‘Trying to reconcile these viewpoints is not an easy 


task.'In the revised draft- the’ prescribed formats. still 


persist; but there is now..a substantial relaxation in that - 
‘items which ‘are preceded by arabic numerals [in ‘the. 
. Such | 


l prescribed formats] may be regrouped where . 
regrouping makes for ‘greater clarity, provided that. the 
regrouped items are dealt with separately in the notes 
to the accounts’. 

‘Reference to the German text of the revised proposal 
(the directive was originally drafted in German) makes it 
clear that the word ‘regrouped’ in this - context means 
grouped together ina single item. ` 

Broadly speaking ‘items preceded by arabic numerals’ 
are the details in ‘the prescribed formats underlying the 
main -headings. The relaxation can therefore mean 


that only the main headings- need be given on the face. 


. of the balance beet opd. profit'and loss account, provided 
thatthe detailed information is given in notes. 

It, must be clear that some ‘sort. of prescribed format 
‘will remain in EEC legislation. This, in my own opinion, 
is something that the UK can ‘learn to live with; par- 
ticularly’ with the relaxation outlined above.. There „is, 


nevertheless, scope for the existing choice of formats `. 


to be extended to include another more tailored to UK 


) `` circumstances, and detailed suggestions are being sub- 


mitted to the Commission. . 

Further information is required under: the heading 
of staff costs (which can be given in notes to the ac- 
counts). A breakdown is now required between (1) wages 
-and salaries; (2) compulsory social security costs; and 
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(3) .other : social - security costs showing séparately those 


relating to old age pensions. ; 
The. accounting concepts of ‘going concern’, ‘prudence’ 
and the ‘accruals’ basis' are specifically introduced. 


Accounting for inflation 


The original proposal specifically authorized member 
states to permit the use of the replacement value method 
fér tangible fixed assets and stocks. Following 2 recom- 


. mendation of the Groupe d’Etudes, this has-been extended- 


to permit methods other than replacement value ‘which 
take into account current values’. 

Although the strict wording of the ER would not 
seem to- encompass price-level accounting, eit can be: 
inferred from the explanatory memorandum accompanying 
the revision that price-level methods were ‘envisaged. 
The reference here to the use of replacement or other 


-values which take into account. current values, applies 


to the primary accounts and thus can imply .no re- 


striction on the giving of supplementary information (as > 


proposed in ED8, for example). 
If replacement valie method or other cúrrent value 


‘methods are used, the difference between that method 


and the conventional method has to be shown ‘with 
any future’ taxation being shown clearly as a deduction’. 
It appears that where fixed assets attract accelerated 
depreciation for tax purposes, on a basis different from 
that use 29 the accounts, the amount must be disclosed 
in the ‘notes together . with the relevant future taxation. 
‘The wording is not wholly clear ‘but this seems to be the 
‘most likely meaning. 

It has been made mandatory; as opposed to per- 
missible,. to ‘add to’ production ` costs "a. reasonable 
proportion of the manufacturing costs which are only 


indirectly attributable to the product in question’, 


Nevertheless, it is still provided: that ‘the purchase price 
or production cost of stocks . . ` mar also. be calculated 
either on the basis of weighted average prices or by the 


‘first-in first-out (FIro) method or last-in first-out (LIFO) ` 


method, or some similar method’. 
Where some method is used other than actual pur- 
chase price, the difference is’ now required to be stated 


_in the notes. ' ‘ 


Disclosure must now be made of the method used for 
foreign on translations of foreign Re debtors 
and creditors. - 


Diverse activities 

Turnover ‘ig now required to- be broken down ‘by cate- 
gories of products and activities. and by geographical 
markets’. Further, ‘the amount ` contributed by each: 


` category and market to the result for. the year must be 


indicated’. 
Neither the proposed directive nor the explanatory 
memorandum defines what is meant. by categories of 


-products and activities. The memorandum. does, how- : 
‘ever, remark that ‘these items of information . . 


. are 
already required of companies in one of the new Member 


. States’ — apparently sections 17 and 20 of the UK 


Companies Act 1967. The requirements of these sections 
~ which, it must be noted, apply, only to directors’ 
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reports (unaudited) and not to the annual accounts.(audited) 
— are broadly as follows: . 


Section 17 


Where a company~carries on businesses of two or more 
classes that in the opinion of the directors differ sub- 
stantially from each other, the directors’ report shall state: 
-(a) the division of turnover between the classes (des- 
cribing them); and ; 
+  (b) the extent or approximate extent to which, in the 
opinion of the directors, each class contributed to 
or restricted the profit or loss of the company before 

tax. 


One must presume that, so far as concerns diverse 
activities, the proposed directive does not intend to. go 


further thin this UK position except for requiring the, 
information inthe accounts themselves instead of the direc- 


tors’ report. 

Section 20 
Where a company’s turnover exceeds {£50,000 in the. year 
„the directors’ report shall state the value of goods exported 
in the year. The information need not be given if the 
directors can satisfy the Department of Trade and Industry 
that it is in the national interest not to disclose the 
information. 


Note that the revised proposal goes substantially 
beyond the UK position in that (1) it requires a 
geographical spread, not just a total of exports; and (2) 
it requires a breakdown of profits. 

The UK Stock Exchange (but not the law) requires 
listed companies to state, in material cases, a geographical 
analysis of turnover and of the contribution to trading 
results from operations carried on outside the UK. No 
analysis of the profits is usually called for in practice 
unless the contribution from a specific area is ‘extra- 
ordinary’ in value. The revised proposals (which apply 
to a much wider class than listed companies) seem to go 
further than is practicable in the circumstances. 

The revised proposal requires disclosure of the number 
of persons employed during the year ‘broken down by 
categories’. In addition to disclosing directors’ emolu- 
ments (as.called for in the original proposal) the revised 
proposal requires disclosure of any commitments arising 
or entered into in respect of retirement pensions for 
ex-members of the boards of directors. 

Disclosure in the directors’ report is now proposed of 
activities in the field of research and development and the 
costs thereof. 


Auditors’ report 

Some clarification appears concerning auditors’ reports. 
First, the fully-detailed report of the auditors to man- 
agement is not required to be published but only 
limited extracts therefrom. Secondly, it is now provided 
that the auditors (as well as- auditing the annual 
accounts) shall also verify that the directors’ report is con- 
sistent with the annual accounts of the year to which it 
` refers. 

This second point is a welcome clarification of an article 
in the proposed Fifth Directive which says that the 
audit: shall cover the annual accounts and directors’ 
report. x 

Apart from the various comments given under the 
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headings above, two other major points remain unchanged ` 

which might have been expected to be changed: co 4 
Goodwill is still required to be written off over a ` 

maximum period of five years (as also is research and ` 


~ development expenditure). It is, of course, unlikely that an ~ 


individual company would buy material amounts of és 
goodwill, and the requirement may not matter- greatly . 


to an individual company; but the requirements of the _.` 


Fourth Directive would be expected to be applicable ` 
also to consolidated accounts. Pe da, ae. 

It is inconceivable that goodwill arising in consolidated 
accounts on the acquisition of a major new subsidiary 
company should be compulsorily written off over a 
maximum. period of five years, regardless of circumstances. . 
The. arnounts involved can be extremely large, and the. 
resulting distortion to profits also extremely large. Iris 
possible that the draftsmen regarded goodwill arising’ on an 
acquisition of a new subsidiary as different in nature 
from the goodwill (fonds de commerce) referred to in the 
proposals. This proposition is questionable, and may call | 
for clarification in due course, . 


- The standardized format of accounts still requires un- `- 


paid capital to be. shown as an asset and gives no 
latitude for it to be deducted from share capital. 


General comments 


Some proposed revisions refer directly to items m the 
proposed Fifth Directive. That is the directive which 
deals with items like the appointment and duties of 
the two-tier boards of management and supervision; 
with worker representation on the supervisory board; and 
with the appointment, remuneration and duties of audi- ` 
tors. Some of these matters are technical and relatively 
non-contentious, others, such as worker participation, ` 
are political and contentious. 

It now seems possible that the proposed Fifth Directive . 
may.be split into two parts — the non-political part going ` - 
ahead with the Fourth Directive, and the remainder 
being left for wider political debate. 

Mention has been made earlier of the contrasting 
viewpoints between member states on ‘the format of 
accounts. There are also contrasting views on the neces- 
sity or otherwise of specifying ‘valuation rules’ in detail 
in the law (the term used in the proposals for the methods 
to be adopted in arriving at the amounts of assets, 
liabilities and other items stated in the accounts). Some 
member states are in favour of detailed specification of 
such rules and others, such "as the: UK;* feel they are 
better dealt with by pronouncements-of accounting bodies. 
It is still a matter of conjecture whether the proposals 
strike a balance between the conflicting viewpoints within 
the context of a minimum standard. 

The proposed Fourth Directive is now, in theory at- 
least, out of the hands of the Commission and within 
the ambit of the committees and working parties under 
the Council of Ministers; further changes can still be 
made. It is not possible to predict with certainty when it 
will emerge as a full directive, but the Council and 
Commission are hoping that it will not be later than the 
end of 1975 — with a further period of a year or perhaps 
more elapsing before member states are required to make. 
it effective under their domestic laws. 
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HE profession in the United States has become the 


object of more sermons than at any previous time in its. 


history. To sorhe extent, the present effort to raise’ the 
moral tone of accountancy reflects the general disillusion- 
ment with the powers that be, whether in government or 
business. 


Equity Funding was by no means the ‘first financial. 


empire to collapse under the strain of dishonést manage- 
ment and inadequate financial controls; yet the Wall Street 
Journal recently devoted a front- ~page : article to the miseries 
of some of those whose lifetime savings have disappeared 
in a crash that, over the last 12 months, has transformed the 
ordinary shares of this insurance bulwark from a £125 
million nest-egg into a pile of waste paper. The Securities 
and Exchange Commission has charged Avis with ‘false 


and’ misleading’ reports’ to stockholders, not because of- 


what the company said but because of what it did not say 
— that there had been a drastic and unexpected swing away 
from the car rental business into other (closely related) 
activities. 


Over-optimistic 
A senior member of one of America’s Big Eight accounting 
firms claims that the new American practice of allowing 
(but not requiring) the publication of earnings forecasts 
has encouraged executives to quote over-optimistic figures 
when offering estimates of future trading. The Joint 
Economic Committee, in its official comment on the 
President’s Report on the outlook for 1974, has argued that 
the inadequacy of business information sets a heavy 
handicap on government in its efforts to combat inflation 
and promote competition. Fuller data on sales, costs and 
profits by major-lines of corporate activity are demanded. 
Although the'in tion is that this information would be 
kept completely; confidential, the auditor would no doubt 
be expected to assišt“iñ its preparation — and be held 
answerable for any shortcomings. 

These efforts to impose broader’ SEN on the 





accountant, and to make him (like Caesar’s wife) both ` 


actually and.by reputation above suspicion, are increasingly 
being built into the legal as well as the political realities of 
America. The change in emphasis in the Courts has been 
clearly spelled out by Mr A. A. Sommer, recently-ap- 
pointed commissioner of the SEC and, as such, directly 
concerned with enforcement of the liability statutes. He 


. depicts the profession as one of the victims of the’ swing ` 


to stronger protection of the users of goods and services. 
This change results from the much broader interpre- 
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Mrs Julius Caesar, CPA 


From our New York Correspondent 


H 
H 


"tation placed by the SE on the concept of, negligence. 


They appear no longer content to pursue the deliberate 
wrongdoer,, and punishment — criminal rather than 
civil, in some situations — is now being meted out to 
accountants who neglect to uncover fraud or other 


‘lapses by the management of companies by which they 


are retained. 
Extension of liability 
At the same time, the range of professional liability has 
been extended to include risks that were once firmly 
rejected (in the epoch-making case of Ultramares Corpora- 
tion v. Touche) on the ground that they were ‘in an indeter- 
minate amount for an indeterminate time to an indeter- 
minate class’. A recent issue of Financial Executive carries 
a masterful review by Mr Sommer of the steady stages by 
which this position has been superseded by a much more 
extensive — and more expensive — attitude toward third- 
party liability. Although still essential to the confidence 
of creditors and suppliers, financial statements are now 
regarded by the Coutts as directed also to shareholders — 
resulting in an alarming new monetary exposure to the 
profession. . 

Mr Sommer hastens to add that the SEC i is aware of the 
need to avoid turning accountancy into ‘an indigent 
profession’. While others have rubbed salt into the wounds, 


‘by arguing that accountants have brought the spate of 


litigation upon themselves by failing to recognize the 
greatly enhanced role in society of a profession that has 
reached maturity, Mr Sommer adds the reassuring com- 
ment that he now discerns a trend toward limiting pro- 


fessional liability toward the investing public. This re- 


assurance doubtless applies not only to the ‘financial 
statements themselves, but also to the footnotes that 
are becoming an ever more voluminous part of a report 
but are usually regarded as the special preserve of the 
auditor. 

The extent of disclosure — and, therefore, of possible 
legal liability — required in today’s reports to stockholders 
is underlined by a recent position paper issued by the 
American Institute. The adverse effects of the energy 
shortage should. be .disclosed, it urges, if the impact is 
reasonably foreseeable and measurable. If, on the other 
hand, the impact is more general and does not relate 
directly to the company’s current financial position, no 
disclosure is necessary. When energy, ethics and law 
converge, which way should the virtuous accountant 
turn? 








Award-winning Accounts E 


HIS week and next ‘Finance and ` 


Commerce’ will feature the accounts 
of`the two winners of The Accountant 
Anngal Awards — The Burmah Oil 
Company and UK Optical & Industrial 
Holdings. „e 


the choice of the Award-winning reports 
and accounts is a matter of the balance of 
factors. It is ‘possible to find a point or 
two of criticism ‘in the best of accounts 


and there are such points in the Burmah -- 


accounts reprinted this week, but they 
are outweighed by the favourable factors 
and particularly by the high ratio of 
favourable points to critical. 

There might, for example, be a quibble 


` with the figures in Burmah’s “The Year 


at a Glance’. Cash generation (after 
extraordinary items) at £43:13 million 
represents group cash flow from opera- 
tions at £18-70. million as in the historical 
record ‘Five.years compared’ plus ordin- 


‘ary dividends net and tax thereon 


totalling £24-43 million. This seems an 
over-simplification. Cash generated and 
used for preference dividend should have 
been included and the extraordinary item 


of Das million is not all cash as is 


4 


apparent from the source and use of 
funds statement. 

Again, in “The Year at a Glance’, the 
capital expenditure after grants figure of 
£6193 million represents _expenditure 
on fixed assets but does not apparently 
include the cost of assets acquired when 
subsidiaries were ` bought nor’ the cost 


-of investments. in other kinds of fixed 


asset. If this! is being hypercritical of 


figures which are meant to be taken ‘at a: 


glance’, it needs*to be recognized that 
Awards are won and Tast on hyper- 
criticism. 


Salutary exercise 


“Year at a Glance’ figures, APNE they 
are meant to be read in such a way, 
should be immediately reconcilable with 


figures in the accounts. There should not . 


be a need for arithmetic because of an 
attempt at over-simplification. Another 
point of criticism in the Burmah account 
is ‘that a fuller explanation of the bases of 
depreciation and stock valuation might, 
with advantage, have been given. 

But these points of criticism are small 
blemishes in the Burmah report and 


accounts — all 55 pages of them. Accounts, ` 
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hee i 
ordinarily complex, were made more so by 


` a continuation of the Burmah policy of 


expansion by acquisition. The 1972 
acquisition of the Quinton Hazell motor 


spares and tyre distributing organization | 
- proved troublesome. The former chair- 
It is necessary to make the point that ` 


man and controlling shareholder of 
Standard Tyre — a then ‘new Quinton 
Hazell subsidiary — organized opposition 


‘to the Burmah bid. The opposition lead 


to a revision of the terms and eventual 


‘acceptance, but.in the process The 


Burmah Oil Company probably got 
closer.to its own shareholders than it had’ 
ever done before. 

The financial analysis of Burmah’s 
development and the statement of Burmah 
policies issued at the time of the Quinton 
Hazell bid was as informative to share- 


` holders as it probably was salutary to the 


company’s directors and executives. A 
special report gave a financial analysis of 
Burmah in respect of new investment, 
capital structure and net operating profit, 
dividing the trading operation into groups 
covering respectively acquisitions, de- 


velopments and the historical -or tradi, 


tional.overseas operations. ; 


Expansion fund 1966 

Since the beginning of 1966 the group 
has. acquired extensive new interests in 
areas related to the use of oil for road 
transport ~ such as the Castrol company, 
Halfords the motor ‘accessories retailers, 


the Rawlplug fixing systems concern, - 


Quinton Hazell in motor spares, and 
Major: & Com oil marketing. This is 
called the ‘Acquisition group’ and is now 
the biggest contributor to Burmah profits 


‘as the. following table shows: 




















1972 1971 
` £ millions % £ millions % 
Acquisition group 22:2 ` 40-4 139 276 
Development group ` 21 3-8 23 45 
Historical group 48 8-8 55 10-9 
, 291 53-0 21-7 43-0, 
Associated companies ‘ ; 
and trade investments 6-7 122 8-9 17:7 
BP and Shell dividends 19:1 348 19:8 39:3 
54-9 100-0 ‘50-4 100-0 
Unallocated central S 
expenses (2-7) {2-8} 
‘Profit before i d 
interest and tax 52-2 47-8 





The. Development group consists of 
Ellesmere Port refinery, Burmah Oil 
Development (USA), Burmah Oil 


-Tankers 
(Canada), Woodside-Burmah (Australian. 
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(Bermitda), Great Plains 


north-west shelf) and exploration i interests 


‘elsewhere. The Historical group com-. 


prises’ subsidiary companies in “India, 
Pakistan, Ecuador, Peru and all other 
pre-1966 subsidiaries not included in the 
development group. 

This information given in the accounts 
came out -of ‘the tribulation of the 
Quinton Hazell bid. It is to be hoped that 


this Gnancial analysis will be maintained | 


in future accounts. 


Profit analysis - 


‘The Burmah accounts themselves do not 


begin until page 33 of the report, the 
bulk of the earlier part being given over 
to the group profile (which is extremely 


well done), the chairman’s statement to . 


stockholders and the two-part report of 
the directors. The first part is a financial 


review and’ the second an operational , 


review. The first runs from page 12 to 


page 17 and the second from page 18 to 


~ Typical of the information givèn in the 
financial review ‘is the following table 
giving an analysis for the various oil and 
non-oil operations of net, turnover and 
profit before interest and tax: 





(excluding BP} 


\ 


K 


turnover (net of duties) profits 
£ millions: des millions 
UK and Irish 1972 1971: 1972 197% 
trading units. . a 
Burmah-Castrol Co 690 56:5 24 23 
Halfords i 26:5 22-0 29 2:0 
Quinton Hazell 
(9 months} 27:3 — 2-6 — 
International trading 
Units (based in UK) 
Burmah Industrial Ge 
Products 295 26:7 26 2:6 
"Burmah Engineering 9-0 5-4 10 0-5 
Edwin Cooper. 121 10-8 09 "` 0-4 
Oversees companies ~ a . 
Burmah Castro! Europe 67-6 46-5 6-6 A8." 
Australasia, Africa and a S 
Far East ~ 215 17-4 17 16 
North America 30-5 20-4 40 32 
South America 167 17-4 18 19 
India and Pakistan mo F : 
subsidiaries 48-8 .49-7 31 ` 3:2 
+ Total turnover 348-5 27238 
India, Pakistan and feet 
Bangladesh associates S d F 
and trade investments 61 6-1 
Unallocated central 
expenses (2-7) (2-6) 
~ 33-1 28-0 
Dividends from Shel! 26 27 
Income from trading 
and trade investments X 
357 307 
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students. It explains the principles of auditing 


_ and “illustrates the application of those 


principles, to the annual audit of a medium- 
sized undertaking. The approach is practical 
for much of the subject-matter has been de- 
rived from Cooper’ s Manual of Auditing. From. 


_ this point of view, \the book provides the 





student with every possible assistance in carry- 


ing out his daily work as audit assistant, giving- 
him: an over-all understanding of what is- 
required, of him and why; thereby extending. - 


his interest. It is also therefore, a book 
which will ‘provide excellent EE for 
examinations in auditing. 2 


s 
H 


ing ` 


‘This’ book has been written deet for 


Educational 


RECOMMENDED FOR — > 
EXAMINATION STUDY 


d 


Special features are chapters on the audit of 
group accounts, the: drafting of -audit 
reports and qualifications therein, audit 
aspects. of different classes of business; 
investigations and the case law relating to the 
duties and liability of auditors. The extensive 
appendices include examples of audit docu- 


mentation. There is also a convenient summary. 
of statutory and Stock Exchange requirements ` 


in relation to the presentation of annual 
accounts, to shareholders. This summary is 


_ illustrated by a specimen set of accounts. 


This book eren on behalf of the General 
Accountants in England an and Wales. ` 
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SECOND EDITION OF AN ESTA BLISHED 
AND AUTHORITATIVE WORK , ce 
NOW AVAILABLE "e 


STUDENT'S GUIDE TO 


COMPAN Y LA wW 
by FRANK H. JONES, FECA. FCAS. 


ak POINTS OF DIFFICULTY % DESIGNED SPECIFICALLY 
' EXPLAINED AT END OF ` FOR STUDENTS 
EACH CHAPTER ` - 


%* COVERS ALL EXAMINATION A INCLUDES NEARLY 200 
REQUIREMENTS QUESTIONS SET BY 
LEADING EXAMINING ` 
BODIES 


Designed primarily-for students, this book has been written with a 
lucidity not generally associated with law books. The student so . 
frequently experiences difficulty in understanding the complexities 
455 PAGES of law that a book written as far as possible in simple language 
should be of real value, while the lawyer, accountant and company 
executive, who have need of an easily-read book on company law, 
will find the work a‘useful source of reference. > 
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On the move 


Diversification and expansion by Burmah 
has reduced the significance of the com- 
pany’s income from the shareholdings in 
the Shell and BP companies, although the 
latter is still a substantial earnings ele- 
ment. It is no secret that Burmah would 
like to replace the BP dividend income by 
direct Burmah income and moves have 
been made in’the past, albeit unsuccess- 
fully, to negotiate a way out. 

Meanwhile,’ ‘Dividends from BP’ 
continue to ‘feature in the Burmah 
accounts as part of a strong style of 
analytical reporting. Burmah’s reporting 
success is to. report succinctly but in 
depth, and to use plenty of space for 
doing so. 

Lately the company has reported 
impressively on. 1974, with turnover at 
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£495°87 million, -net operating profit at 
£48-72 million, pre-tax proñt at £56-96 
million and attributable equity earnings 


at £4422 million. One-third of the’ 


operating profits came from Burmah Oil 
Tankers. - 

In the North Sea, Burmah i is partici- 
pating in the valuable oil finds in the 
Ninian field. The group is on the move 


. and Award-winning presentation of the 
annual report and accounts is part and 


parcel of the movement. 


Joint Auditors 


i position of smaller ‘firms of ` 


accountants acting with leading firms 
in joint auditor capacity becomes in- 
creasingly more difficult as companies 
expand, as costs rise and economies are 


595 


sought. Company mergers are predomi- 
nantly the reason for firms acting as joint 
auditors but once mergers have been 
completed and run in, the junior partners’ 
days are numbered in the majority of 
casés. Once the ‘boardroom question 
asked is ‘Do we really want two?’ the 
thread on the Damocles sword is begin- 
ning to wear thin. 

But the sword takes time to drop. Mann 
Judd & Co and Spicer and Pegler have 
been point auditors of the Rockware 
Group since 1957. But Mr Peter Parker, 


‘Rockware’s chairman, reports that there 


have been ‘discussions on the necessity 
for this arrangement’. So Mann Judd & 
Co “have agreed not to be reappointed’ 
although their services extend ‘back to 
the ‘origins of the company’. 

‘There have also been discussions with 





‘THE YEAR AT A GLANCE 
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The figures in the centre column show the results of the group for 1 972, excluding the 
contribution made by Quinton Hazell, except that interest includes some £280,000 
payable by the parent company as a result of the acquisition. 


D oan 1972 1971 
a rl is r notes £ thousands £ thousands 
Basell ‘Hazell 4 Turnover net of duties 348,507 272,851 
1972 1972 1971.) § Profit on trading 37,987 28,787 
- Depreciation, depletion and amortisation 11,722 9,724 
£ thousands £ thousands £:thousands `. Net operating profit SE 26,265 19,083 
Turnover net of duties . 348,507 321,196 272,851 6 Share of profits of associates 5.970 7.671 
7 Income from trade investments 3,442 3,942 
d j ` Income from trading and ‘trade investments 35,677 30,676 
Profit on trading 37,987 34,866 28,787 Dividends from The British Petroleum Co Ltd 16,554 17,111 
; A ` 52,231 47,787 
Net operating profit 26,265 23676 19,063 | 8 Interest 9,771 7,744 
Profit before taxation : 42,460 40,043 
` 10 Taxation i 9,411 ` 9,434 
income from trading and trade EE y 33.049 0,609 
rofit after taxation i A 30, 
investments (excluding BP) 35,677 Sie 30,676 .11 Minority interests and pre-acquisition profit 1,499 1,081 
> Profit available to the group 31,550 29,528 
Dividends from BP 16,554 16,554 17,111 13 Preference stock dividends 1,387 1,387 
f , g éis Kee to ordinary stockholders 30,163 28,141 
Net interest charge 3,771 9,399 37 44 |- 13 Ordinary stock divi ongs , 24,428 22,182 
. Retained earnings 6,735 5,959 
\ ; 14 Extraordinary items 1,751 (2,357). 
i i 42, 40,229 40,043 a 

Profit before taxation 2,460 4 21 ‘Retentions 7,486 3,602 
12 Earnings per ordinary stock unit GE 21-36p 20-93p 

Attributable to ordinary stockholders R , 

{before extraordinary items) 30,163 28,871 281% Notes on the accounts are on pages [697-601] 

‘Cash generation Ge fe ; rr 

(after extraordinary items) 43,129 : 35,568 REPORT OF: TH E AUDITO RS . 

' THE BURMAH OIL COMPANY LIMITED 
Gross dividends: ordinary stock ` \ To the members of The Burmah Oj! Company Limited 
. 1972 17-00p per £1 stock unit 24,428 CS We have examined the accounts of The Burmah Oil Company Limited set out on 
1971 16-50p per £1 stock unit ~ 22,182 | pages [...] Incorporated in the consolidated accounts are accounts of 
i e subsidiaries and associates audited by other auditors and unaudited information in 
P respect of certain associates. 

Capital expenditure after grants 61,926 31,095 | In our opinion the company’s balance sheet and the consolidated accounts comply 
with tha provisicns of the Companies Acts 1948 and 1967 and give for the company 
and for the group, so far as concerns members of the company, a true and fair view of 
the state of affairs at 31st December 1972 and of the profit for the year. 

‘Earnings per ordinary stock unit 21-36p 20-93p : 


Whinney Murray & Co. : 
Chartered Accountants : 
Glasgow i 


18th April 1973 
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Ge Sg, auditors of the « Legal & Goen 
Assurance Society ~ Gerard van de Linde 


& Son and Price Waterhouse.& Co — and,’ 


naturally enough, it is of the valuable 
services rendered ovet many years by 
Messrs Gerard van de Linde & Son that 
_ the directors ‘record their great appre- 
` ciation’. The final vatuable service in- 
` evitably is agreeing not to continue -: in 
‘Office. 


art 


‘Shakespeare Group ` 
unusual chart in the reper ‘of the 


Ao group ‘of -companies .| 


is entitled “Growth showing diversifica- 

` tion of. products to various industries’. 
It shows the ten-year advance in turnover 

` from just over {£600,000 to. just. under 

` £3 million, and the dreas of industry 
to which. profits went.. .- 
‘An interesting point is that whereas 
in’ 1973 turnover went to six areas — 
motors, railways, tractors (new), tractors 

` (spares), engineering and commercial 


` vehicles ~ the much smaller turnover | 


ten years. ago also included supplies 
ta the Coal Board and to Geen 
departments. : 

1 Principal ‚products. of the „group, are 


forgings, . ‘precision flame cuttings, ‘fab-: 


rications, chain assemblies, pressings-and 


` machined parts. In an extremely com-- 


petitive industry the group experienced 
pressure on margins and pre-tax profits 
at’ £204, gór. for 1973 on turnover of 
. £2,937,000" were still under the 1970 
~. level of seranase when turnover. was 
” ££2,217,581. T 

There was a sharp setback in profits 
E £160,3 59 in. 1971 when turnover fell 

o £1,959,007. In the past three years, 
cee the group has put some £44,600 


on pre-tax profits ‘but has needed to. 


. increase sales by nearly £i million. 
Troubles in one “particular factory, 
however, are now overcome and the 
results for 1974 to date are described as 
- “very. encouraging’. 


Professional Advisers SCH 


sUDITORS, ‘bankers and solicitors 
‘used to be the full extent of the 
detail of professional appointments listed 
in a company’s, annual report, In the 
` modern tendency towards more detailed 
information, lists are tending to get 
longer. ` 
The | longest that this tolma" hès 
come across to date appears in the 
- Manchester ‘Garages’ 1973 report. The 
Ce includes auditors, solicitors, stock- 
brokers, surveyors and valuers, bankers, 
-. advertising and public relations; ‘in- 
> surance company and printers.: i 


bulk of companies it still is, but with the ` 





CONSOLIDATED DEET SHEET AT 31st SE 1972 
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THE -BURMAH GROUP 


Employment of funds 


ACCOUNTANT 


1971 


1972 


£ thousands 


ay 


1971 


1972 


Funds Employed 


£ thousands 


161,202 


Fixed, assets 


218,191 


` 


Investments 


Properties and operating assets 


34,398 37,090 


Associated companies 


Trade 


The British Petroleum Co Ltd 


1 
! 


g-t 


term interests in tankers 


Lon 


H 


Deposits with bank 





617,493 





i 
D 


Net current assets 


j 


t 


Crude oil, products and other stocks 


Debtors and prépayments 


' 


Stores and materials 


D 


Short-term investments 


r 


Bank balances and cash 








154,489 


Less 


t 


H 
a 
` 

+ 


H 


Taxation 


Creditors, accrued liabilities, and provisions 
Dividends 


Bank and other advances 
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841,238 


` 748,690 


841,238" 


Directors 


` J.A Lumsden i 


1974, 


+ 


` 


N J D Williams 











THE 








pany's dollar bonds. 


3 ` Acquisition of ‘Quinton. Hazell DEE Ltd (Hazell) 


The investment in Hazell has been recorded at cost in respect of shares purchased tor 
cash and in respect of shares purchased tor a consideration other than cash at a value 
determined by reference to the market values of the consideration given at the date of 
the revised recommended Offer. The value.ascribed to ordinary stock issued in excess of 
nominal value has been credited to share premium and the value ascribed to ordinary 
stock warrants issued has bden credited to capital surplus. 

The consolidated profit and loss account daals.with the profit of the Hazell group for 
the nine.months from fst April 1972, being the first day of Hazell’s then accounting 
year, but to the extent that this profit is attributable ro holdings in Hazell acquired for 
84% unsecured loan stock 1991/96 and cash, an appropriate amount has Bess treated 
as pre-acquisition and deducted from profit after taxation. 





`a “Turnover s = 5 1972 4 971 

die oo £ thous £ thous 

invoiced value of sales to external customers ; " 438,796". 355,950 
Duties, taxes and other imposts levied by F 4 ? 

governments estimated at . 90,289 83,099 

. pte? ge —_— 

Turnover net of duties e _ 348,507 272,851 


i 
6 Profit on trading |. ‘ f ~ 
Profit on trading is after charging the cost of chartering tankers £15,722,000 ( 1971 


£7,033,000) and hire of plant and machinery £1,422,000 (7977 £7,206,000}. 
Auditors’ remuneration amounted to £417,000 (7977 £298,000). 








6 Share of profits of associates 





Quoted on stock exchanges ` , ; . 1441 1,286 
- Unquoted CH ; ; ‘ 5,823 6,385 
5,970- 7,674 








The share of profits of quoted associates for 1971: included £1,134,000 in fespect b 


of companies which are no an regarded as associates. __ 





ACCOUNTANT: © n: 
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10 Taxation charge i / 


(a) Provision for United Kingdom and overseas taxation has been made on all profits 
dealt with to date except for (i) the potential taxation liabilities to which reference is 
made in note 20, (li) taxation'which would arise on the distribution by certain sub- 
sidiaries and associates of profits at present retained by them and (iii), taxation on 
profits of some £3,500,000 on sales:of assets where claims for ‘roll-over’ relief under 
section 33 of the Finance Act 1965 are available. 

(Di United Kingdom income tax ‘deducted from ‘dividends received is not Included 
having been applied in franking the company’s distributions to 5th April 1973, 

(c) The charge in the consolidated profit and loss account, which is based on the 
profit for the year and includes adjustments Í in respect of deferred taxation, comprises = 














s 1972 1971 

United Kingdom taxation ` : E ous ` "E thous 

Corporation tax at-40% (7977 40%) > . 5.161 « 4,509 

Less relief for overseas taxation ° 3.355 4,480 

7 F ` e" 1,806 ' 129 

Overseas taxation pia 3 - 10,424. 11,350 

; ‘42,2830 11,379 

Less prior year adjustments ‘ _ 934 ` 480 

dent tok VES | scarey 11,296. 10,899 

Less claims for transitional United Kingdom taxation : : i 
rollef under section-84 as amended of the Finance - , E ree: 

Act 1965 ‘overspill relief’, estimated for 1872/73 at ` -525 " 525 

PN SÉ dë 020 10,374 

Less amount representing corporation tax' - Ger . Se 

relief available on setting revenus losses S 

against chargeable capital gains (see note 14) 1,360 — 940, 

i Kg D ` aa. "` 9,434 

(d) Whereof ‘applicable to the share of profits of associates 3,654 4,399 
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; Ss NOTES ON THE ACCOUNTS. ; 
x $ 
Di oa aa THE BURMAH GROUP ~... -. 8 i 
, Sot f SNE E ei d ed a? ` 
These notes form part of the annual accounts R 7 S ` ! CS 
1 The Burmah Group ` Ss - | 7 Income from trade investments 3 1972 4971 
The term ‘The Burmah group’ or ‘group’ means s The Burmah Oil Co Ltd and its sub- , KH E thous £ thous 
sidiary companies except that the accounts of Còmpañia Petrolera Lobitos SA for 1972 1. Quoted-on stock exchanges : : <- 2,777 3.161 
are not’consolidated because, in the opinion of the. directors, the result would be, |: Unquoted . . ; SC 665 781 
ing. Soo EE Deeg 
misleading. : d : EE eh m aa 3,442 3,942 
2 _ Accounting policies S Eea i ‘ NS ` 
(a) The consolidated accounts include (i) the.accounts of the parent company ‘andits | Franked income included above amounts to £2,602,000 (7977 £2,711,000). 
subsidiary companies, which, with minor exceptions, are made up to 31st December, | 8 interest ', “hs 
and (ii) the group’s’share of the profits and post-acquisition undistributed reserves of |. ; oo D 4 
principal associated companies extracted from the relevant accounts, some of which Interest payable : ` ` 
are unaudited, made upto 31st December or not morethan six months earlier adjustedto | Bank advances, and loans repayablé within five years 4,833 3,354 
conform with group acçounting policies. The British Petroleum Co Ltdis notregarded as All other loans s 6,804- . 6,759 — 
‘an associated company although the groupe halding therein is in excess of 20 per cent. P ee EE 
` (b) Investments in principal associated companies are stated at the total ‘of cost less o . ek Be 2 11,837 ` 10,113- 
amounts written off and the groupe share of the post-acquisition reserves of such | Less interest receivable On short-term investments etc 1,866 2,369; 
companies. Those trade investments and the investment in The British Petroleum Co - E, eS 
Ltd which are quoted on stock exchanges are revalued each year at market values x 9,771 7,744. 
ruling on 31st December and the movement, resulting therefrom are adjusted through WC —. 
the investment revaluation réserve which thus represents the unrealised surplus e e ant Se 
attributable to these investments. Unquoted trade investments are. stated at a value |, 9 Directors emoluments t ` 3 Sé ‘ fides "EH 
estimated by the directcrs. Associated companies which are not material are dealt, | (a) The pre-tax emoluments, including pension ` ; 
with as trade investments. Ne contributions, of the directors of The Burmah Oil Co Ltd af Sry e 
, (c) Income from trade investments includes dividends received up to 3ist December / paid by the company and its Subsidiaries were: ae Ge 
and all dividends receivable in respect of accounting periods ending on or before |, Fees Ka i a 34 
31st December which have been declared prior to the last practicable: date for inclugion p Remuneration : de 159. 163 
in the accounts. SCN : / “ . 9 
{d} Income from trade investments derived from companies incorporated overseas. 193 195 
, consists ot dividends recdivable engrossed at the rates of foreign taxation estimated to |. S 
be applicable to the prafits and distributions... Dt The pre-tax emoluments, excluding: i ie 
(e) Depreciation is calculated by reference to the cost, less grants where applicable, pension contributions, of: S aay 
and to the estimated effective lives of the properties and operating assets concerned. | (i) the chairmen were: S ` r ` e "e 
The methods and rates used are dependent on local conditions in the countriesin | MrJ A Lumsden. {1977 from Tst July) Ce WG Bw 
which the group operates. MrR P Smith (to 28th May. 1970 , ‘ Cog 
(f) Exploration and development expenditure ‘in any subsidiary that'has achieved ` 5 F S 
commercial production of oil, gas, etc is depleted in that subsidiary either by a unit of | (ii) the highest paid directors‘were : ' BM is 27. 26 
production method based on the estimated recoverable reserves or as appropriate to. = = 
meet particular circumstances. No provision is made in any subsidiaty where, although | (c) The numberof directors whose pre-tax S EE de 
production has not yet been-achiaved, the commercial value of the reserves discovered |' emoluments, excluding pension contributions, eee che 
is estimated to exceed the tatal exploration costs to date but full provision is made for fell within the following ranges was: : woe, 
the exploration costs cf companies where commercial reserves have not begn dis- 1972 1971 
covered.” . Not more than £2,500, ‘a 3 2 
(g) Research and development expenditure is written off in the year in which it is: £2,501 to . £5,000 ay - 3 ’ 
incurred - £5,001 to £7,500 ae 2 1 = 
(bh) Stores and stocks are stated at the lower of cost and net realisable Waki: £7,501 to £10,000: = 1. 
` (i) Provision is made for deferred taxation representing tax allowances, principally in | £10,001- mole - - 
` respect of exploration and development expenditure and United Kingdom operating £12,501 to £15,000 g 1 VE 
“assets, which are in excess of the equivalent charge for depreciation, depletion and. | £15,001 to £17,500 . S 3 4, 
amortisation. £17,501° to £20,000 ` i 2 S -, SÉ 
(j) All assets, liabi lities, reserves and Droits i in foreign currencies are stated in sterling £20,001 to, £22,500 am OX In 
, at the approximate rates of exchange ruling on 31st December, except for the com- £25,001 ta ..£27,500 1 1 


` 
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NOTES ON THE ACCOUNTS (continued) 


` 9 1972 1971 
11 Minority interests and pre-dcquisition profit £ thous £ thous 
Profit attributable to minority interests 1,127 1,081 

- Pre-acquisition profit of subsidiaries acquired ES - 


during the year 
A 


H 


1,499 1,081 


12 Earnings per.ordinary stock unit 

The computation for 1972 is based on the earnings before charging extraordinary itemS 
attributable to ordinary stockholders £30,163,000 (7977 £28,741,000) and the 
ordinary stock in issue at 31st December 1971 increasad by (i) six-twalfths of the 
ordinary stock issued as a result of the exercise of warrants on 30th June 1972 and 
(il) nine-twelfths of the ordinary stock issued or to be issued in connection with the 
acquisition of Quinton Hazell (Holdings) Ltd giving a total of £141,182,000 (1977 
£134,434,000).. 


13 Preference stock dividends 


6% cumulative first preference stock 13 15 
6% cumulative second preference stock 38 45 
8% cumulative preference stock F 204 240 
74% cumulative redeemable preference stock Va 1,033 1,087 
1,288 1,387 


* Advance corporation tax (ACT) on 





dividends payable after 5th April 1973 99 — 
1,387 1,387 
Ordinary stock dividends - 

First interim 6-25p gross paid 11th January 1973 

(1971 6-25p gross) 8,967 8,402 

Second interim 4-35p gross paid 5th April 1973 6,256 — 

Final dividend 4-48p net payable 4th July 1973 

now recommended (7977 10-25p gross) 6,444 13,780 
- 21,667 22,182 

#ACT 1-92p on final dividend ` * 2,761 — 

Total 17-00p gross (1971 16-50p gross) 24,428 22,182 

Aggregate amount of dividends paid i 

and recommended 25,815 23,569 


#No credit has been taken in respect of tax relief for“ACT which may be available 
against future United Kingdom corporation tax liabilities. 





14 Extraordinary items 


Adjustments on currency realignments 5,469 (5,725) 

Profit on realisation of assets ` 5,330 4,535 

Release from provision made in 1971 

against possible non-recovery of excess ‘ 

freight charges to Bangladesh 176 { 750) 

Reorganisation and redeployment costs (1,209) ( 344) 

Provision against investment in 

Compañia Petrolera Lobitos SA { 750) — 

Provision against investments in Pakistan 

and Bangladesh (3,484) — 

Provision less taxation relief for estimated 

pension liabilities outstanding at 

31st December 1972 in respect of the 

Burmah Castrol Pension Plan (3,500) — 

Acquisition expenses ( 334) — 

Miscellaneous : 53 ( 73), 
1,751 (2,357) 

Whereof attributable to associates 114 { 299) 


Profit on realisation of assets includes £5,810,000 realised during the year but 
recognised earlier in invastmant revaluation reserve and is stated after deducting 
£1,360,000 (7971 £940,000) representing corporation tax on chargeable capital 
gains, against which gains there are revenue losses available to give taxation relief 
(see note 10). 


15 Profit attributable to members 
of the company 


Profit available to the group 31,550 29,528 
Extraordinary items 1,751 (2,357) 
Attributable to members 33,301 27,171 

Dealt with in the accounts of the company . A 30,7716 23,475 
Retained in subsidiaries 3,756 


2,078 
Retained in associates ` 507 ( 60) 


33,301 27,171 








16 Share capital 1972 1971 
Issued and fully paid £ thous ‘£ thous 
6% cumulative first preference stock 250 ` 260 
6% cumulative second preference stock 750 750 
8% cumulative preference stock 3,000 3,000 
#734% cumulative redeemable preference stock . 15,000 15,000 
? 19,000 19,000 
Ordinary stock 142,685 134,434 
161,685. 153,434 

Unissued i 
Ordinary shares cf £1 each 3,400 3,500 
Unclassified shares of £1 each 34,915 8,066 
Authorised share capital : 200,000 165,000 





*The company has power to redeem this preference stock on or after 31st October 
1981 at par plus a premium of whichever is the greater of: 

(a) the sum per share specified below and 

(b) the amount per share equal to the excess over par of the average stock exchange 
quotation (less a sum equal to the accrual of the fixed dividend after tax) during the 
period of six months dating from thirty days before the date on which the company 
gives a notice of redemption. 


Up to 31st October 1982 Tip 
1st November 1982 to 31st October 1984 Ep 
ist November 1984 to. 31st October 1986 2ip 
After 31st October 1986 Na : 


{Reserved to satisfy in full the rights comprised in the ordinary stock warrants 1972/75 
issued in 1969 (see note 17). 


tWhereof 491,000 shares reserved to satisfy in full the rights comprised in the ordinary 
stock warrants 1972/75 issued in 1972. 





17 Warrants 


Ordinary stock warrants 1972/75 are in issue which entitle registered holders to 
acquire in the aggregate £3,891,000 ordinary stock of the company on 30th June in 
any of the years 1973 to 1975 at £4 per £1 stock unit for cash or by the surrender of £4 
nominal value of the company’s 84% loan stock 1991/98, 


18 Share Premium £ thous £ thous 

Group Company 
At 31st December 1971 2,398 2,396 
Add premiu n arising on £100,000 ordinary stock issued : 


as a result of the exercise of conversion rights by holders 




















of ordinary stock warrants 1972/75 300 300 
Add premium arising on £8,151,000 ordinary stock 
{£24,708,000) less discount on £4,134,000 83% loan 
stock 1991/96 (£558,000) issued in connection with the 
acquisition of Quinton Hazell (Holdings) Ltd 24,150 24,150 
26,846 26,846 
Less capital issue expenses 551 551 
At 31st December 1972 "26,295 26,295 
19 Capital surplus 7 
At 31st December 1971 18,040 9,184 
Add attributable to a subsidiary no longer consolidated 
and to associates now dealt with as trade irivestments 1,357 
Add amount attributable to 491,000 ordinary stock warrants 
1972/75 issued in connection with the acquisition of 
Quinton Hazell (Holdings) Ltd ~ 525 525 
Add transfer from general retentions 1,738 1,597 
At 31st December 1972 “21,660 741,308 
Whereof attributable to associates 676 
20 Investment revaluation reserve 
Unrealised surplus arising on the inclusion of quoted 
investments and (in the case of the company) Burmah 
Investments Ltd at market or equivalent value: 
At 31st December 1971 387,403 337,466 - 
Less attributable to quoted trade investments held at b 
31st December 1971 now dealt with as unquoted 
(see note 27) 89 89 
Less attributable to investments sold during the year 5,810 5,859 
5,899 5,948 
381,504 381,508 
Add increase in market or equivalent value of 
investments held at 31st December 1971 or acquired 
during the year 71,848 71,782 
453,352 453,260 


At 31st December 1972 
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The company and certain subsidiaries would be subject to UK Corporation tax on ` 
any chargeable capital gains which might arise-on the disposal of their quoted ` ` 
Investments. No provision has been made for these potential taxation liabilities. 

So far as concerns the two largest quoted investments, namely the holdings of _ 

. 82,857,365 ordinary stock units of £1 each in The British Petrolaum Co Ltd ` g 
and of 16,275,552 registered ordinary shares of 25p each in The ‘Shell? Transport ` 
and Trading Co Ltd, the ‘cost’ for the purposes of computing chargeable capital 
gains and the middle market quotations at 31st December 1972 were, respectively, 
2543p and 5964p per stock unit for The British Petroleum Co Ltd and 165p and $ 
350p per share for The ‘Shell’ Transport and Trading Co Ltd. We 








21 General retentions £ thous £ thous 
Group ‘Company 
At 31st December 1 971 i 63,983 43,283 
Less attributable to a subsidiary no ee consolidated 
and to associates now. dealt with as trade 3 re 
investments 2,132 
Less transfer to capital surplus 1,738 1,587 
R ‘3,870 i 
i Dh ` dg ` 60,113 = 41,696 
SC 
Add retained in subsidiaries , | 2.078 f 
Add retained in associates - = 50 Kë 
Add retained in the company 4,901 4,901 ` 
' ; , 7,486 
‘At 31st December 1972 ° oe ae  , * 67,699 46,587 
Whereof attributable to associates ` ' ! 1,562, 
22 Loan Capltal 1972: 1971 
D . £ thous £ thous 
Group Company . Group Company 


Not wholly repayable within five years 
Secured ` g EE 
` 3,675 


(a) 64% debenture stock 1978 3,150 ` 3,150 ` 3,675 
, (b) 44% debenture stock 1968/81 624 `- 624 696 . 696 
Unsecured ` ` a 
(c) 64% loan stock 1978/81 456 456 456 456 
(d) 84% Deutsche mark bonds 1970/85 6,658 6,658 5,953 5,953 
(e) 74% loan steck 1981/86 KI 15,364 15,354 15,354 
(f) 7% Luxembourg franc bonds due 1987 4,837 4,837 A , —- 
(g) 84%-loan stock 1991/96: ~ 53,969 53,969 ` 50,000 '. 50,000 - 
(bh) 74% Belgian franc bonds due 1992 4,933 — — — 
Repayable within five years | 
Secured ý 3 
(i) 72% debentures 1973 ~ — -. 888 = 
. (i) 74% debentures 1973 e — — 135. : e = 
Unsecured : ; 
UI 54% US dollar bonds Ge 1988 28.763 28,763 28,763 -28,763 
118,744 113,811 105,920 104,897 





(ai To be redeemed “by equal Sab instalments of £525.000 during the six years 
ending 30th June 1978 either at par by means of drawings or by the surrender of 
stock purchased by the company in the market at or under par. at any time or: by’ a 
combination of both methods. 


At 31st December 1$72 £139,000 of this stock which had been purchased by the 
company had not been surrendered, The cost thereof (£124,000) is included in debtors. 


(b) To ba redeemed prior to 1st September 1981 either at not more than £102 per cent 
by drawings or by tha’ surrender ot stock purchased by the company in the market 
‘at or under par at any time, to the extent that the company shall apply to redemp- 
tion not less than £25,000 in each year. Any stock not previously redeemed to be 
~ repaid at par on 1st September 1981, ~ 


(c) To be redeemed during the three years ending 15th August 1981 by drawings or on 
. that date, at par. The company may at any time purchase stock in the market at any 
price {pv private treaty at not more than £105 per cent) such stock to be thereupon 
cancelled, 


(d) The bonds, which mature on 1st November 1985, are coupon bearer bonds of DM 

.1,000 each, redeemable at par in ten annual instalments, varying between DM 
2,500,000 afd DM 7,500,000, commencing ist November 1976 or, at the ‘option 
of the company, from that date at redemption prices equal to the principal amount 
of the bonds plus premiums varying up to 4%. 


(a) To ba redeemed during the five years endiag 29th June 1986 at. £102 per cent pro 
tata to holdings or by drawings ot on 30th June 1986 at par. The „company may 
purchase. stock at any time, such stock to be thereupon cancelled. " 


(f) The bonds which are coupon bearer bonds of Lux. Frs. 50,000 each, are redeemable 
at par in ten equal annual instalments commencing 30th June 1978, or at the 
option of the company. from that date at redemption prices equal to the principal 
‘amount of the bonds plus premiums varying up to 2- 25%. 
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(g) To be redeemed during the five years ending 31st August 1996 pro rata to holdings 
or by drawings, or on that date, at par. Tha-company may at any time purchase stock 


„in the market at ang price (Dy. private treaty. ‘at not more than £110 per cent) such 


stock to be thereupon cancelled, 
Stock registered i in the names of- -persons who are also registered holders of warrants 


; is convertible into e Stock 2 the company. These conversion rights are set out 


in note 17., 


{h} The bonds, which-were issued. as registered’ bonds of B.Frs. 5, 000 each büt which 
may be changed into bearer certifi cates at the request of the bondholder, are r8- 
deemable at par in fifteen equal. annual instalments commencing 15th June 1978 or 
atthe option of ths company, from that date at redemotion prices equal to the principal 
amount of the bonds plus premiums varying up to 3%. 


(i) These debentures amounting at 31st December 1972 to £1,196,000 are included ’ 
in creditors because they were redeemable at par in January 1973. 


(i) The bonds, which are coupon bearer bonds of $1,000 each, may, until maturity or 
prior redemption, be repaid in the süm of £416-67 in sterling (at which rate they 
are stated in the company’s accounts) at the option of the bearer dnd in that event ` 
the proceeds of repayment will be applied in purchasing from the company registered 
ordinary shares of The ‘Shell’ Transport and Trading Co Ltd (such shares being 
owned by The Burmah Oil Co Ltd) at the initial ‘conversion’ rate of 96 ordinary 
shares of $1 000 principal amount of bonds, subject to adjustment under certain 
conditions. The bonds which mature,on ist October 1988 are redeemable at the 


' option of the company Beginning on 1st October 1978, except that prior to that date - 


the company may redeem all the bonds then outstanding if 75% of the bonds have 
been ‘converted’ or if any United Kingdom taxes on payments on the'bonds are required ‘ 
to be withheld or paid by the company, all at redemption prices equal to the principal 
amount of the bonds plus in certain circumstances. premiums varying up to 3%. (See 
also footnote (ol on page 48. ) {Not reproduced: ] 


H 




















23 Deferred liabilities — 19721971. 
; ` £thous ` E thous 
Deferred taxation ` 6,677 ` + 4,317 
Provisions for pensions and overseas S : ` 
social legislation {see note 36 Je ` A DNA 5,847 2,229 
Obligation under gas d P K 
transportation contract ON > a? 2,323 , 1,920 
Tankérs (see note 29) ` x ? : Ka 8,957 eg 
GE i 23,804 8,466 
24 Properties and operating assets 8 
S K 7 , £ thous 
f D Properties Operating Total 
; : assets 
92 “freehold leasehold 
Cost : ‘ ` GC 
At 31st December 1971 ` 33,130 46,422 ` 157,924 237,476 ` 
‘Subsidiary no longer £ b 
consolidated ; ( 887) ( 50) (15,415) (16,352) 
Subsidiaries acquired . 8658 ` 1,047. ` 5,959 ` 15,664 
Capital expenditure 6,146 2,164 54,509 62,819 
Investment and other grants "(Ai 889) ( 893) 
Exchange adjustments _ 589 268 3.619 4,476 
` Reclassifications f S _ (33,785) 33,785 
Disposals. and other adjustments (2,975) ( 39) ( 3,962) ( 6,976) 
At 31st December 1972 | 44,657 16,027 235,530 296,214 
Depreciation, depletion and amortisation ee 
At 31st December 1971 4,206 13,755 68,313 - 76,274 
Subsidiary no longer š Wë 
consolidated e ' ( 345 ( 8,741) ( 9,0868) 
Subsidiaries acquired i 427 155 2,678 20C 
Charge for year j 560. 515' 10,647 11,722 
Exchange adjustments - - -© ( 169) 98 ( .271) ( 342) 
Reclassilications i SE (9,875) . 9,875 d 
Disposals and other adjustments ( 248) ( 63) (3,494) ( 3,805) 
At 31st December 1972 | 4,431 4,585 69,007 78,023 
‘Net, per consolidated - l 
balance sheet | . vi 
At 3ist December 1972 40.226 11.442 166,523 218,191 
At Siet December 1971 ` * 28,924 32,667 99,61 1 161,202 





*Cost of operating assets includes, / ‘in raspect of the Ellesmere Port refinery, net 
expenditure to date on capital. work-in-progress amounting to £8,070,000 on which 


| no depreciation has been provided and commissioning costs amounting to £1,903,000. 


Also dealt with under operating asséts are exploration and development costs, which 
include £33,785, GES in respect of exploration leases reclassified from leasehold 
properties. 


tLeasehold properties (net) with an unexpired life of fot less than fifty years amount- 
to £6,273,000 (7977 £5,013,000). 
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NOTES ON THE ACCOUNTS (continued) 








25 *Subsidiary companies 1972 1971 
S . . £ thous £ thous 

Shares at cost less amounts written off -, 123,392. 64,771 
Dividends receivable - 11,082 1,404 
Amounts due from subsidiaries 152,090 128,011 
286,564 194,186 

Less amounts due to subsidiaries 13,234 9,181 
D eebe Ae 

` ` 273,330 185,005 

*Excluding Burmah Investments Ltd (sea note 28). res 
26 Associated companies 1972 ` 1971 
£ thous £ thous 


Quoted on stock exchanges Group Company 


outside Great Britain 


Group Company 


At cost g 4,573 856 8,255 6,860 

Unquoted ` ə 

At cost 24,170 21,450 23,779 21,450 

Less amounts written off 1,330 1,330 1,330 1,330 
i 22,840 . 20,120 22.449 20,120 

Advances 4,747 4,747 4,434 4,434 

Share of reserves 2,238 1,952 


34,398 25,723 





37,090 31,414 


Market valuation of quoted Investments 2,890 400 8,781 7,269 

Information regarding unquoted 

investments shown above at cost: ` 

Share of profits (see note 6) 5,829 6,385 

Overseas taxation 3.663 4,119 

Profit after taxation 2,266 ` 2,266 

Dividends dealt with by the company 1,903 1,942 

Retained earnings 363 324 

Extraordinary items 25 { 344) 

Retained 388 { 20) 

Retentions at 31st December 1971 1,101 1,121 

Retentions at 

31st December 1972 1,489 1,101 

27 Trade investments 1972 1971 
£ thous £ thous 


Quoted on stock exchanges Group Company 
At market value 


în Great Britain 57,089 56,965 


76,530 60,284 


Investments in certain companies operating in Pakistan and Bangladesh, formerly 
dealt with as associates, are now included in trade investments. No market quota- 
tions were available throughout 1972 for companies operating in Bangladesh, and 


Group Company 
60,523 60,492 


Outside Great Britain 3,516 2.710 2,188 1,764 
60,605 59,675 62,711 62,256 
Unquoted H 
At value estimated by the directors e 
Equity 1,366 609 708 50 
. Advances 14,559 — - 13,909 — 
15,925 609 14,689 . 50 


77,400 62,306 


investments in such companies have therefore been dealt with as unquoted. - 


28 The British Petroleum Co Ltd and Burmah Investments Ltd 


The group's investment in The British Petroleum Co Ltd (‘BP’) comprises 
82,857,365 ordinary stock units of £1 each and 99,000 8% first preference 
stock units of £1 each (both securities being- quoted on stock exchanges in Great 


Britain) with an aggregate market value of £494,324,000. 


12,857,365 ordinary stock units and all the preference stock units having an 
aggregate market value of £76,774,090 are held directly by the company. The 
balance of the ordinary stock units, having a market value of £417,550,000 is held 
by a wholly-owned subsidiary, Burmah Investments Ltd, and constitutes its 
principal asset, The net book value of the company’s investment in this subsidiary 
is represented by a loan account standing at a figure identical to the market value ` 


of the underlying investment in- BP. 


29 Long-term interests In tankers 


The amount of £8,438,000 (1971 £1,282,000) represents the interests of a subsidiary 
in tanker charters extending for various periods into the future accompanied in certain 
cases by options to purchase the vessels concerned at the end of the charter periods. 


The subsidiary’s interests in the vessels will be amortised over the periods in which the 
interests subsist. A substantial part of the subsidiary’s corresponding obligations under 
these arrangements is notimmediately payable and is included under deferred liabilities, 








30 Deposits with bank 


In 1963 the company issued inter-alia £5,250,000 64% debenture stock 1978 to 
provide part of the foreign exchange required for the construction of a pipeline 
in india. The proceeds were placed on deposit with the Bank of Scotland who held 
this sum as security for a loan of a like amount made by them to Oil India Ltd, 
When repayments of loan principal are made by Oil India Ltd to the bank 
corresponding amounts are released by the bank to the company. 

: z 1972 





1971 

£ thous £ thous 

Deposit as above 3,150 . 3,675 

Other deposits held by the 

Bank of Scotland as security for: 

Further loans to Oil India Ltd 533 533 

Loans to a subsidiary 120 181 

3,803 ' 4,389 

31 Short-term investments 1972 1971 

£ thous £ thous 

Group Company Group Company 

Loans and miscellaneous securities 2,009 ES 2,060 — 

Money at call and short notice 18,083 6,948 21,247 12,500 

20,092 6,948 23,307 12,500 


32 Bank and other advances 








Secured 13,089 — , 7,386 
Unsecured 50,396 21,464 28,227 3,064 
63,485 21,464 35,613 3,064 
Whereof advances which need not 
be repaid within the next five years ` 590 5,789 R 
33 Taxation liabilities 1972 1971 
UK corporation tax due £ thous £ thous 
1st January 1974 z 914 ` 
- Current taxation 4,503 5,055 
5,417 5,055 
34 Dividends (accrued) 1972 ` 1971” 
£ thous £ thous 
Preference stock dividends accrued 331 331 
Ordinary stock dividends accrued: 
First interim 8,967 — 
Second interim 6,256 — 
Final dividend now recommended including ACT 9,205 13,780 
24,759 14,111 





35 Overseas assets 


A material part of the assets of the group is situated overseas in countries where 
restrictions on remittances are in force. 


1971 


36 Commitments and contingent liabilities 1972 
£ thous £ thous 
g Group Company Group Company 
(a) Amount uncalled ‘on partly paid shares: 
Subsidiaries y — 901 _ 1,865 
Associates 2,250 2,250 2,230 2,230 
Trade investments 281 180 "483 ` 180 
l : 2,531' 3,331 2,413 4,265 
(b) Guarantees of bank overdraft 
facilities granted to subsidiaries - — 29,000 — ‘118,500 
(c) Other guarantzes etc 25,500 19,500 13,500 8,500 . 


(d) Three subsidiaries have contractual commitments in respect of tanker . 
in-charters arid leased facilities involving hire charges (exclusive of certain 
operating costs) as follows: 


Estimated as payable during: 1973 £ 20 million 
1974 to 1977 115 million 

1978 to 1982 140 million 

... 1983 and thereafter 215 million 


A substantial part of these commitments is already matched by tanker out-charters 
and other long-term arrangements. Guarantees have been given by the company 

in respect of the obligations of the subsidiaries and also in relation to certain joint 
ventures with which they are associated. No amounts in respect of such 

guarantees are included in (e) above. 

(e) Pensions payable under overseas social legialation and contributions to various , 
group pension schemes. 

(f) Various disputed claims for overseas taxation. 

(g) Sundry commitments and contingencies arising in the ordinary course of business. 





37 Capital expenditure of the group 1972 1971 
Capital expenditure approved by the £ thous £ thous 
board amounts to approximately 70,000 45,000 
Contracts placed against these approvals so ` 

far as not provided for in these accounts - 

amount to approximately ` 6,000 10,500 
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HE task of gauging the strength .- 


and duration of the springtime gilt- 
edged rally has provided ‘a much- 
welcomed diversion from waiting for 
the next property world rescue gpera- 
tion. The rally got under way -in the 
‘shorts’ after the Budget, spread out 
into the mediums through April, and 


was extended into the longer dated: 
_ stocks early this month. 


Immediate reactions have been to put 
the rally down to the shortage of 
stock and official unwillingness to shut 
off the rising head of steam. However, 


‘a detailed study of stock exchange 


business in April discloses that the rise 


has stemmed directly from substantially 


greater institutional demand. 

Trading volume in British govern- 
ment securities rose £390 million to 
£3,147 million, in spite of there being 
one less day because of the Easter 


break. The increase occurred mostly in’ ` 


short-dated stocks which accounted 


for 42 per cent of the total turnover. - 


But the number of bargains — up by 
only 1,981 to 46,945 — indicates that 
the overall improvement stemmed 
largely from a steep rise in the average 
size. 


Buoying the gilt-edged rally is the — 


conviction that the authorities’ new 


mechanism for controlling the money . 


supply is working satisfactorily. The 
new mechanism — the Bank of England 
likes to call it ‘the corset’ — aims to 
limit the growth in banks’ eligible 
liabilities. 

Significantly, the rally in gilts ex- 
tended to the longer-dated stocks 
following the announcement from the 
Bank of England that the controls are 
to.stay tight. This was enough to out- 


‘weigh the adverse influences of rising 


US ‘primes’ and continued balance of 
payments deficits. 

However, the City consensus is that 
these adverse influences will eventually 
put a brake on the rally in gilts. How 
temporary a brake is the major debating 
point among fund managers. 


PROPERTY 


Falling asset values have overtaken 


drained liquidity as the major problem 
facing the troubled property industry. 
And, inevitably, the weakened state 
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of balance sheets is making it much 
more difficult for rescue operations to 
be launched for individual companies. 

‘The extent of the fall in ‘blue chip’ 


“property valuations may have been as 


much as 50 per cent since December. 
The Commercial Union's head office 
building in the City has been sold to a 


. consortium, including CU. itself, on a 


yield of some 6 per cent compared with 
the 4 per cent yields on similar top 
quality properties late last year. 


DISCLOSURE 
Steps towards greater disclosure of full 


profits and inner reserves will only be ` 


taken at the Hongkong and Shanghai 
Banking Corporation after very careful 
consideration of the consequences in 
the light of the special circumstances 
prevailing in Hong Kong and the region 
as a whole. 

The chairman, Mr G. M. Sayer, 


‘admits that his banking group is an 


exception among banks of its size in 


not making some form of disclosure of ` 


full profits and inner reserves. However, 


‘he makes the point that the bank 
operates in an environment which is 


much more sensitive to change. 
‘Accounting techniques which may 
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be appropriate or are judged to be 
appropriate in economically sophisti- ` 
cated countries are not necessarily ` 
suitable elsewhere’, states Mr Sayer. 


‘LOSSES 


Losses suffered last year at the stock- 
market's largest stock-jobbers — Wedd, 
Durlacher, Mordaunt — underline the 
substantial changes in the market 
leading towards much greater volatility.. 
The losses at Wedd’s: of £398,000 
compared with previous profits of just 
over £4 million. 


Reasons for the losses were the . 
exceptionally poor market conditions ` 
last year, a few exceptional losses 
totalling £14 million and the increase 
in interest rate which lifted the com- 
pany's borrowing costs by just on 
£800,000. WW 

The high money costs on ‘bull’ 
positions have forced both Wedd’s 
and other jobbers to cut back on their 
positions. There is a much greater ` 
tendency for jobbers to keep their 
books as even as possible. Conse- 
quently, the thin state of markets ‘is 
introducing more rapid price move- 
ments in either direction. 


Rates and Prices 
Closing prices. Tuesday, May 7th, 1974 


Bank of England Minimum Lending Rate 


July 20,1973 .. 9% Jan.4,1974 ..123% Daytoday .. 114-124% Bank Bills 
July 27. 1973 13% Feb.1 1974 ..123% 7days . 1234-13 % 2months 13-138% 
Oct. 19.1973 ..114% April5,1974 ..123% Fine Trade Bills 3months 134%—-138% 
Nov. 13,1973 ..13 % April11,1974 ..12 % 1month .. de -143% 4months 134%-138% 
' A 2months .. 133-144% 6months 13%. —1 nee 
3months . dw 43% 
Finance House Base Rate 
May 1st, 1974. 15% Three Months’ Rates 
` Local authority deposits .. , 135 -133 % 
a Local authority bonds’ 12% -124 % 
- FT Industrial Ordinary Index Sterling deposit certificates ERC ESCH 
May 7th, 1974. 296-1 Euro-sterling deposits .. ‘168 -173 % 
CZ Euro-dollar deposits 11% -114 % 
: Treasury Bills 7 Foreign Exchanges 
Mar.1 .. £11-9290% AprilS5 `.. £11-6518% NewYork.. 2:4260 Frankfurt.. 5-9300 
Mar.8 .. £11:9461% April11.. £11-4688% Montreal .. 23360 Milan +. 1521-00 
Mar15 .. £11-9124% April19.. £11-4561% Amsterdam 6:2650 Oslo 12:9070 
Mar.22 .. £11:-9649% April 26.. £11-4830% Brussels .. 91-8500 Paris 11-8400 
Mar. 29... £11:9815% May3 .. £11-4664% Copenhagen 14-2300 Zürich 7-0750 ` 
Gilt-edged Ee 
Consols 4% .. se 283 Treasury 9% 1994 .. os Së 663 
Consols 23%.. DÉI Di Sie 172 Treasury 81% 84-86 ex ae 75 
Conversion 34% .. aia os 254 Treasury 83% 87-90 683 
Conversion 54% 1974 993, Treasury 64% 1976 9025 
Funding 34% 99-04 Kä së 394 Treasury 34% 77-80 704 
Funding 55% 78-80 ep Géi . 75$ Treasury 34% 79-81 D 674 
Funding 53% 82-84 a PA . 645 Treasury 5% 86-89 `. a 49 
Funding 53% 87-91 Sie are SS 514 Treasury 54% 08-12 oe 413 
Funding 6% 1993 .. Sé ve «. -505 Treasury 25% . 175 
Funding 64% 85-87 AA Se e 61 Victory 4% .. 96 
Savings 3% 65-75 .. d Së . 925% War Loan 33% 7 245 
Ce Retail Price Index (Jan. 1962=100) . 
! Jan. Feb. Mar. April May Jung July Aug. Sept. Oct. Nov. Dee 
1971 147-0 147-8 149-0 152-2 153-2 154-3 155-2 155-3 155-5 156-4 157-3 158-1 
1972 159-0 1598 160-3 161-8 162-6 163-7 164-2 1655 166-4 168-7. 169-3 170-2 
1973 171-3 172-4 173-4 176-7 178-0 1789 179-7 1802 181-8 185-4 186-8 188-2 
1974 191-8 195-1 196-8 


Money Rates 


H 
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In the Balance 


To within the last two weeks the Financial Times 
Industrial Ordinary share index has topped the 300 
mark. On April roth it reached 301-2 and then, after 
falling back to 293 on April 25th, it touched 302°5 last 
Monday. 

The question now being asked is whether, this time, 
equities have firmly got off the ground, or whether the 
uplift from 263-6 on April ist is just another technical 
rally. The recent easing of the Bank of England’s base 
lending rate has. revived hopes of more cuts to come, 


despite a soaring of United States interest rates from § per . 


cent to 11 per cent. On the other hand, there have been some 
good as well as bad performances on Wall Street of late. 


The Government would undoubtedly like.to see interest’ 


tates come down much further and although the matter is 
not entirely in their hands, there are better hopes of this 
coming about than of rates going the other way. Helping 
the situation is the arrival in Britain of some fairly large 
sums of Arab oil money. 

An encouraging factor is that British funds are begin- 
ning to show widespread gains, helped by the Bank: of 
England’s policy regarding bank deposits and the monetary 
supply. True, official markings of equities are still woefully 


‘low at about 6,000, compared with more than twice that . 


‘number in an active market; but if the rise in gilt edged is 
‘sustained, then equities will keep following suit. 

Tt is, however, necessary in this early stage of the 
market’s recovery (if such it be) to be selective, on the 
principle that the best shares go up first and go up quickest. 
Properties. have beet a weak market of late on evidence of 
‘what high borrowings and high interest rates can do to 
frozen rents. Moreover, the proposed taxation of property 
‘development gains and first lettings has done nothing to 
help. But Mr Nigel Broakes (chairman of Trafalgar House 
Investments) has said that ‘the prime end of the (property) 


‘market has revived’ and he is SES for property: 


-shares later in the year. . 

Gold shares are suffering from the proposed increase in 
-the official price of gold, which may result in more gold 
“being placed on the market, and from the slight sagging in 
‘the bullion price. It could well be, however, that the gold 
‘price will recover between now and next ‘June. 


Below is a selection of British Funds and fixed interest - 


: stocks: 


British Funds ; 
1973-74 


f . Yield. Yield 
WW „Price (flat) (red’n) High Low ` 
“Treasury 9 percent 1994 . | 67xd 13-51. 13-95 95 64 
Gas 3 per cent 1990-95 32 9:31 1177 - 47 30 
` Treasury 9 per cent 1 992- 
` 96 i. A "DI 13-63 14-00 -97 64 
: Redemption CR per cent int ` 
1986-96 Pi GN 33 916 11:31. 52 . 32 
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Fixed RS Stocks (Industrial, ‘Commercial) 
à Yield 1973-74 

: ; Price (flat) High Low 
Associated Portland Cement 9 : 

per cent debenture 1992-97 .. Dir 147 96: 61 

. Reed International 10 per cent É . 
loan 2004—09 SËCH 63 168 ` 98 63 
Barclays Bank 84 per cent ten 
1986-93 Sy S D -58 14-2 89 56 
ICI 74 per centloan 1986-91 RA 52 13-9 78 50 


Ordinary shares 
The following is a selection of SE ordinary shares: 


P/E 1973-74 
` Price Yield ratio Migh Low 

Minet Holdings 20p 

shares .. | ,226xd 22 ~ 318 218 
Legal & General 5p ` ; 

shares Ge 447 5-0 — 212 108 
BSR 10p shares Se 99 2:9 7-0 205 74 
Christie International 10p : ; 

shares ba 734 50 14-1 96 68 
Minet Holdings 


This is one of the most successful insurance broking con- 
cerns and one. which enjoys a good record. It actually 
benefits. from inflationary conditions, For 1973 pre-tax 


profits increased from, £3,094,000 to £4,523,000 including 
a heavier contribution from acquisitions of £829,000. 


' Without the acquisitions the increase would have been 


21-1. per cent against 23-8 per cent for the previous year. 
As it is, the increase in earnings for 1973 is 25-36 per cent. 


` This company is no stranger to scrip issues and there:is now 


to be a scrip of three for one. 


Legal & General 

This is a very large company in the life, endowment and 
pensions business but it also conducts some general 
business. For 1973 group premium income, long term, was 
£184'9 million against £ 144:2 million previously and, short 
term, £42:2 million against £32 million previously. 
Earnings per share were 6-95p against 6-56 for 1972. 
The shares move up’ and down with gilt edged and now 
seem poised for a rise. 


BSR 


BSR is ihe Ge EE of record changers with 
about half the world market. It has diversified into engineers’ 


- cutting tools, motor'components and kitchenware. Four- 


fifths of .sales are made abroad and there are important 
interests in the USA: Recently the entire share capital of 
Benjamin Parkers & Sons Ltd was acquired for cash, which 
will ensure the company-an adequate supply of castings 
to expand production of BKB electric motors. and gener- 
ators. Profits after tax for 1973 were £11,340, 199 against 
£9,486,292 for 1972 and it is the company’s intention to 
make up the recent shortfall on production as quickly as 
possible. The dividend i is covered 6-6 times. 


Christie International: 


` In 1973 thetotal world sales of Christie Ee were fete 
‘highest ever at £40-3 million compared with {25-2 million 
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in 1972. Gross profit was a.so a record £2-17 million com- 
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and it is the chairman’s conviction that they will continue 


‘pared with {1-1 million previously. Despite the existing to do so, on which basis he views the future with con- 
“economic” climate, ele room prices have remained strong fidence. 


SEN, 


ONE annuity schenie hit by_the Budget ` 
was the Home Income Plan, arranged ` 
‘by Antony Gibbs ‘with Unitholders 
Provident Assurance, whereby an elderly 
. householder mortgages his house and, as 
part of a package deal, uses the capital 
to purchase an immediate annuity, so as 
to provide a supplementary income for 
life. It appears that, for contracts already 
-in force, loap interest will be allowable for 
tax relief for the next six years. Antony 
-Gibbs hope , that, in the interest of the 
‘fair society’ the Governmen: will allow 
tax relief under this scheme beyond the 
proposed six-year limit anc, for new 
entrants, at least on schemes of up to 
‘25,000. It,.rethains to be seen how 
successful they will bein their Tepresenta- 


tions. 
d k & 


‘IN view of the Budget proposals relating ` 
-to life assurance, there may very well 
have to be a rather different epproach to 
the, methods of spreading and reducing 
the cost of school fees in -he future. 
In the past, where the first’ ees will be’ 
needed within ten years of making the - 


arrangements, it has been customary to ` 


‘arrange. an endowment polizy to run 
„until the child is due to leave school. ‘As - 
fees have been required, either bonuses 
Have been cashed for a tax-free sum and/or 
loans have been raised against the security 
of the surrender value of the policy. 
Arrangements linked to folicies ar- 
ranged before March 26th shculd not be 
upset too badly. This is because bonuses 
attaching to such Policies can. be cashed 
in the same way as in the past, without” 
any penalty. Loans; also, can. be-raised, 
but, as was expected, no relief of tax will 


be “allowed on the. interest, Many of ` 


those making arrangements for the 
provision of school fees ove: the past 
few years have based their quotations on 
the assumption that this relief of tax 
-would be withdrawn. 
. For the future, cashing bonuses: is 
unlikely to be a popular operation, .in 
view of the proposed claw-back of tax 
relief. It looks, however, as though the 
normal raising of a loan against the sur- 
render value of a qualifying po-icy, where 
interest is paid, will not affect the-policy 
itself, and the parent will simply have to 
pay the full rate of interest from net 
income. 

What may prove to be a useful alterna- 
_ tive, particularly ^ for parerts whose 
children will be going to school.in the 
` very near future, is a scheme devised by 
the School 


Fees Insurance Agency, 


which is based on a temporary annuities. 


This form of contract has been unaffected 
by the Budget proposals. 

With this scheme, most of a parent's 
regular payments (which will continue 
until the child leaves school) are used by 
SFIA Educational Trust to purchase a 
deferred term annuity. The benefits are 
paid to the Trust, which forwards a 
cheque to the parent, made out in favour 
of the school, as the fees are due each term. 

- In this way, there is a guarantee that a 
fixed amount will be paid each term 
throughout the fee-paying period. 

A small part of each monthly contribu- 
tion is used to buy term assurance. This 
ensures that, even if the parent should die 
while the contributions are being made, 
the regular contribution to fees will be 
provided as planned. 

By paying an additional premium, a 
parent can choose to provide for contri- 


_butions to the scheme to continue in the 


event of a drop in income as a result of ` 
being laid up on a long-term basis due to 
illness or accident. This protection, 
however, does not apply for the first six 
"months of any disability. 


& & & 


A number of insurance companies have 


“special policies to give personal accident 
cover to individuals while travelling by 


rail, road or sea. With many such policies, 


- should the insured be lucky enough not 


to have to make a claim, all the premiums 


will be ‘lost’, and there will be no benefit, 


due him at the end of the day. . 
To try to compromise in this direction, 


‘Life Assurance Co Ltd has a Motorist’s 


Protection Policy. This consists partly of 


‘permanent life assurance, together with 
additional benefits in the event of an 


accident on the road. This additional 
protection applies whether the insured is a 
driver, a passenger or a pedestrian. But 


‘the insurance does not apply to the. 


drivers or passengers of two-wheeled’ 

vehicles and vehicles which are involved ` 

with racing, speed testing or rallying. 
However many claims may be made, 


‘the insurance remains in force and will 


continue to pay out full accident benefits 


on every occasion. Also, making claims | 


during the course of the policy in no way - 
invalidates the insured’s right to a cash 


_sum (or a fully paid-up life policy) at the- 


age of 65. 


“Some tax relief can be claimed on the , 


premiums. Thus there is full life and 


accident protection up to the age of 65 = 


with triple life protection in the case of‘a 
motor accident. Also, there i is a weekly 


) benefit in the event ‘of disablement due 


to a motor accident. 


d bk. $ 
THE M. & G. AUSTRALASIAN AND GENERAL 
FUND is an accumulation fund. Units 
were first issued at sop on February 
28th, 1973, and, at the end of the first 
accounting period, on February 1rth, 
1974, the price of the units had risen-to. 


Lay 


53p. During that period, most relevant in- ` 


dices had fallen, although, of course, they 


do not take into account reinvested income, `` 


In their report to unitholders, the 
managers say that the Australian market, 
where a substantial proportion of the 
fund is invested, has made a good: 
recovery from the -low levels of 1973. 
Several factors contributed to this, the : 
most important being the realization. that hi 
Australia ‘is almost self-sufficient in its 
supplies of oil and most other natural ` 


resources at a time when most countries > 
in the western world -have been severely ` i 
„affected by the oil -pricing policy of the` 
‘Arab ‘countries. 


Although, in common with most other ` 
countries, Australia has an inflation 
problem with the rate at present around 
12 per cent, the managers say that the 


extremely favourable balance of pay- > 
-ments surplus, coupled with the large: - 


monetary reserves, mean that this is nota ` 


serious worry. Also, there have been some 
recent signs that the Government is having 


some success in keeping the rate at 


‘around thë current level. 


‘Over the past six months, the managers 


_ have increased the percentage of the fund ` 
in Australia.to around 85 per cent, with | © 


continuing concentration In (he leading. - 
natural resources, rural, financial and 
service areas of: the economy. The 


Government has’ now almost abolished 


tariff protection, and this has reinforced 
the view of the managers that, in general, 
the shares of Australian industrial manu- ` 
facturing companies are not attractive 
investments, ` 
The South African holdings have 
shown a small increase, and this stock ` 


` market has performed well. The managers ` . 


are confident that the South: African 
economy will continue to progress. 
- The balance of the fund is invested in 
Hong Kong and Malaysia and, despite 
the fact that this area lias been disappoint- 


"ng over- the last few months, the man- 


agers. are still confident of the longer. 
term prospects for this part of the world. .. 
and are waiting to increase the fund’s ° 
commitment on a favourable buying . 


EES 
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male issue as he should by deed appoint, © in default of 

appointment in trust for such son of his as should first attain 

the age of 25 years before the expiration of 21 years after the 

death of Captain Hastings-Bass, (d) if there should be no such 

son, for such son of Captain Hastings-Bass as should first attain 

the age of 21 years, (e) with remainders upon similar trusts to 

two other nephews of the.settlor and their respective male 

issue, (f) an ultimate trust in favour of a named person. There 

was power for Captain Ha un Pa by deed in contemplation 

of any marriage, or by will or codicil, to appoint a life or less 

interest in not more than one-half of the trust fund in favour of 

any wife who might survive him. Captain Hastings-Bass had 

four children, three sons and a daughter. By irrevocable deed 

' . , : of appointment dated January 2nd, 1958, Captain Hastings-Bass 
Nichols v. CIR rn appointed that the trustees should from and after his death, 
- ` subject to any interest appointed in favour of his widow, stand 
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able on that fund on the death of Captain Hastings-Bass on 
June 4th, 1964. 
‘It was contended for the Inland Revenue that the. effect 


of that transaction was not to create any new beneficial interests ` 


in the £50,000 investments, but that they at all times remained 
-subject to the trusts of the 1947 settlement, and that estate 
duty became payable on that fund upon Captain Hastings- 
Bass’s death. The trustees applied by originating summons for 
the determination of this question. 

- William attained the age of 25 years on January 30th, 1973. 
Accordingly, no’ one but William then had any interest in the 
capital of the 1947 settlement and the only persons interested 
in the income were himself and his mother, who was entitled 
under a testamentary appointment made by Captain Hastings- 
Bass to half the income under that settlement. She did not seek 
to assert that the 1958 advancement was not effective to create a 
life interest in possession in William. 

Mr Justice Plowman, following a decision of Mr Justice Cross 
in In re Williams’ Will Trust, held that the result produced 
by the 1958 advance was substantially different from the 
intention of the 1947 trustees in making it, and that the 1947 

- trustees never effectively exercised the power of advancement, 
and that accordingly the £50,000 fund remained subject to the 
trusts of the 1947 settlement, and that estate duty became 

' payable on that fund upon the death of Captain Hastings-Bass. 

In the Court of Appeal the trustees contended (i) that 
notwithstanding that the 1958 advancement did no more than 
create a valid lifé interest for William, it was nevertheless for 
his benefit and fell within the terms of the trustees’ statutory 
power of advancement; (ii) that in these circumstances the 
advancement having been made in good faith, it was valid, and 
was not invalidated by the fact that the beneficial interests 
intended to take effect after William’s death were, contrary to 
the trustees’ understanding, void for perpetuity; (iii) that 
In re Abrahams’ Will Trust was wrongly decided; (iv) that if 
that was not so, that case was distinguishable on its facts from 
the present case. 

The Revenue reServed the right to argue in the House of 
Lords that In re Pilkington’s Will Trusts had been wrongly 
decided in their lordships’ House. 

It was contended for the Inland Revenue (i) that In re 
Abrahams’ Will Trust was rightly decided and could not be 
distinguished from the present case; (ii) that the statutory power 


of advancement conferred a fiduciary discretion which could be 


properly exercised only after giving due consideration to ‘all 
‘relevant factors, and in particular the benefit proposed to be 
conferred upon the person advanced; (iii) that the essential 


features of a power of advancement were (a) that it was a power . 


to pay or apply capital, (b) that it was exercisable for the benefit 
of one person only, namely, the person advanced, (c) that the 
beneficial interests for other persons could be conferred only as 
incidental to and part and parcel of the benefit to him, (d) that 
trustees making an advancement by way of a sub-settlement 
. had to havé a proper understanding of the effect of the sub- 


settlement, and if they did not, they did not exercise their- 


discretion validly, (e) that the trustees never directed their minds 
to an advancement which merely gave William a life interest in 
income, (f) that the Court could not substitute its own dis- 
cretion for that of the trustees by determining that the 
advancement in its attenuated form of a mere life interest for 
William was for his benefit, (g) that section 32 of the 
Trustee Act 1925 did not authorize either (a) an advancement 
by way.of sub-settlement under which all capital interests were 
void for perpetuity or (b) a sub-settlement creating no interest 
at all in capital. 
Held: (1) there was no doubt that the duty-saving aspect of 
-the scheme was a primary consideration in the minds of the 
trustees, (2) the failure of the ulterior trusts of the sub- 
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settlement for perpetuity could not decrease the direct benefit 
to William of the scheme, (3) the effect of the failure of those 
trusts was to leave William’s contingent interest in capital under 
the 1947 settlement intact, and he was thus left with a greater 
prospect of securing the ownership of that capital. than would 
have been the case had the trusts of the sub-settlement taken 
effect in full, (4) the true effect of the sub-settlement necessarily 
affected the expectant interests of others under the 1947 settle- 
ment less adversely than the sub-settlement would have done. 
had it taken effect as intended, because instead of those 
expectant interests being entirely displaced, they were left intact 


‘with the benefit of the saving of estate duty at a higher rate on 


the death of Captain Hastings-Bass,.(5) had it occurred to the 
trustees that the ulterior trusts might all fail for perpetuity they 
could not reasonably have thought that that could tip the scales 
against the scheme, (6) the trustees in exercising their discretion 
believed themselvés to be acting under section 32 of the Trustee 
Act 1925, and the fact that they believed that their action would: 
have a different legal effect from the limited effect which it 
could. have, could not result in the transfer of the £50,000 fund 
not having been an exercise of their discretion, (7) where trustees 
intended to make an advancement by way of sub-settlement 
they had genuinely to apply their minds to the question whether 
the sub-settlement as a whole would operate for the benefit of 
the person advanced, but that did not involve regarding the 
benefit as of a monolithic character, but rather as of a bundle of 
benefits, all of which were intended to be conferred by a single 
exercise of the discretion under section 32; and if by operation 
of law one or more of those benefits could not-take effect, it did 
not follow that those which survived should not be regarded as 
having been brought into effect by the exercise of the discretion, 
(8) the advance should be permitted to take effect in the manner 
and to the extent that it was capable of doing so, (9) estate duty 
did not become payable on the £50,000 on the death of Captain 
Hastings-Bass. ` 


Williams’ Executor v. Williams 


In the High Court of Justice (Chancery Division) — 
November 6th, 1973 


(Before Mr Justice TEMPLEMAN) s 


Estate duty — Will directing payment of ‘all duties arising by reason 
of my death’ out of residue — Gift to widow of life interest in freehold 
land — Not expressed to be free of duty — Other gifts so expressed — 
Property to fall into residue on widow’s death - Whether property 
to bear its estate duty — Finance Act 1894, sections 8, 9. 


By clause 4 of his will the deceased gave to his executor his 
freehold property, ‘The Gables’, to permit his widow to have 
the use and enjoyment thereof during her life, and then to fall 
into the residue. By the previous clause of his will he gave his 
widow a life interest in the contents of ‘The Gables’ other than 
items specifically bequeathed, and he directed that on his ' 
widow’s death the contents should fall into residue. By another 
clause he gave various specific legacies free of all duties; and he 
provided that the remuneration of his executor should be free 
from duties. The gift of the freehold property'and the gift 
of the contents made no reference to estate duty. 

The residuary real and personal estate was-left to the executor 
on the usual trusts for sale and convetsion, and there was a 
direction that after the trust for sale the moneys to arise from 
such sale should pay’ or provide for his debts, his funeral and 
testamentary expenses and all duties arising by reason of his 
death. The executor issued a summons for directions as to 
whether the gift of “The Gables’ was liable to estate duty on the 
testator’s death or whether that duty was to be borne by the 
residue. ; ' 


Held: the estate duty was payable out of residue. 


May 9th, 1974 


THE 


Representati ves of 
GEE & CO (PUBLISHERS) LIMITED 


Overseas 


AUSTRALIA 
Tus Law Boor Company LTD 
301-305 Rat Street, Sydney, New South Wales 


U.S.A. 
THe CountING House PustisHINe Cor 
Thiensville, Wisconsin, U.S.A. 


INDIA 
` CHARLES LAMBERT & Co 
101 Mahatma Gandhi Road, Post Box No. 1032 
Bombay 1, Indi 
CANADA 
'HE CARSWELL COMPANY L’ 
2330 wee Avenue, Agincourt, Ontario, Canada 
SOUTH AFRICA 
JOHANNESBURG AGENCIES 
P.O. Box 10167, Johannesburg, South Africa 


SWEET & MAXWELL ez) LTO ‘ 
54 The Terrace, P.O. Box 5043, Wellington, New Zealand 
HONG KONG 
SINCERE Company LTD 
173 Des Vocux Road, Central, Hong Kong 
l ISRAEL 
STEIMATZKY’S MITDDLE Bast AGENCY Lrp 
P.O. Box 628; Tel Aviv, Israel 


GEE & CO (PUBLISHERS) LIMITED 


ACCOUNTANT 





Capital Choice 


the £96,000,000 society 
with the. personal touch 


LEEDS & 
HOLBECE 


Head Office: HOLBECK HOUSE, 
105, ALBION ST., LEEDS LS1 BAS, 


London Office: 73 KINGSWAY, LONDON W.C.2, 


Branches and Agencies throughout the country. 


XI 


"tert Strand, London WC2R OT 





- Accountancy Tuition by the Metropolitan College for Examinations. 


J.Dip.M.A., the highest award available 
to Accountants in Great Britain 


CERTIFICATE IN 


MANAGEMENT INFORMATION 


The Joint Diploma in Management Accounting Services 
(promoted by the three Chartered Institutes and the 
AACA, L.C.MLA, and C.I.P.F.A.) is for the purpose of 
improving the standard of Management Accounting 
Services which the profession can give to industry and 
to provide a qualification for accountants in industry 
and those acting as consultants to industry, the posses- 
sion of which will indicate the holder is wholly qualified 
by experience and by examination in this field. The 
Certificate in Management Information (sponsored by 
The Institute of Chartered Accountants in England and 
Wales and in ireland) is for the purpose of encouraging 
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To the Principal, B.Mendes, B.Sc.{Econ. } ; 
F.C.A. (Dept A1/34), Metropolitan College, 
St Peter’s Street, St Albans AL1 3NE. 


i POST COUPON NOW! 


Please send me without charge or obligation a copy of the College Accountancy Prospectus. 
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study in the increasingly important field of Business 
Administration and Organisation. 

The subjects of examination for the J.Dip. M. A. Part I, 
and C.M.1., for which the Metropolitan College provides 
expert postal tuition, are: Business Organisation and 
Administration, Design of Systems and Data Processing, 
Management Information and the Use of Analytical and 
Statistical .Techniques, Financial Management and the 
Use of Accounting Information, J.Dip.M.A., Part 1 
examination comprises a thesis and a viva thereon and 
is open to candidates who have passed Part I examina- 
tion and have at least five years’ qualified experience. 
Those who qualify for the Diploma have the right to use 
the designatory letters J.Dip.M.A. 


` 


Member of the Bullding Societies Association. 
Authorised for Investment by Trustees. 








Examinations are held annually, each Octoberin London, 
Manchester, Glasgow, Belfast and Dublin. 


Fast Airmail Service for Overseas 
Students at no extra cost 


Please write for full particulars to The Principal, 
B. Mendes, B.Sc.(Econ.), F.C.A. (Dept A1/34), 
Metropolitan College, St Peter's Street, St 
Albans AL1 3NE, or call at our London Advisory 
Office, c/o Association of British Correspondence 
Colleges, 4 Chiswell Street, London EC1Y 4UR. 
Tel. 01-628 2721, stating the examination In which 
you are interested. 








Member of the ABCC, 
Accredited by the CACC, 


-systems of control. 


Faced with the problems of 
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increasing “paperwork” more | 
and more firms and depart- 
ments are turning to- Sdt, 
tion and Methods to improve 
their clerical procedures and 


School of Management provides: 

One week ORGANISATION:AND METHODS 
FOR MANAGEMENT PROGRAMME. . 

An intensive course for managers who want to know 
about O + M, how it works and the-benefits which 
can be achieved. Emphasis is on the practical 
application and potential of O + M. 


` Fee: £110 Dates: 2nd -7th June, and, 


- 27th October- 1st November, 1974. 


Five week ORGANISATION AND METHODS 
PROGRAMME. 


` ` A comprehensive course in the techniques of O + M 


suited to both the experienced: practitioner and the 
new recruit to the field. Students return to their 
organisations fully competent to introduce efficient 
and economic clerical methods and procedures. 


Fee: £450 Dates: 9th June - 12th July, 
~ 22nd. September - 25th October and 
10th November - 13th December, 1974. 


_ Fees include tuition, residence, text books, etc. 


To: Administration Officer (EAW) 
Cranfield School of Management, 
Cranfield, Bedford. 


Please send me details of your 
programmes in Organisation + 
Methods 
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INTRODUCTORY 
ACCOUNTING - 


A Managerial Emphasis . 


by E. Bryan Smyth and Walter L. Burke 


Courses in many universities and tertiary - 
institutions in various parts of the world have 
long been conducted on the ‘semester’ or 
half-yearly basis; and there is a developing 
trend to arrange further such courses, With 
this in mind, INTRODUCTORY ACCOUNTING 


has been prepared in two parts to meet the -: . 


requirements of a two-semester first year 
course in accounting. 


‘The text incorporates a number of innovations. 


These include an introduction in Part One to 
data processing methods and the computer. ` 
This is followed in Part Two with a chapter on . 
Information Systems. 


Some departures from traditional accounting 

methods are evident in Part One. For example, 

the Trading Account is superseded by a Cost 

of Goods Sold account of schedule, and the’ 
traditional Profit and Loss account is replaced 

by the Income Summary and Income Statement. . 
A feature of the book is the inclusion in Part 

One, which is devoted to Financial Accounting,. 

of a chapter on ‘Accounting and Price: Level - 
Changes’. -The limitations of conventional 
accounting reports and the controversial 
arguments for accounting for changes: in Ene 
level are discussed. 


Part Two, which is an ‘introduction to Cost 
Accounting and accounting as an aid to 
management, contains a chapter on Long. 
Range Planning and Capital Budgeting together 


‘with the arithmetic necessary to understand 


present value and compound interest cal- 
culations. Included also are annuity and present 


-value tables and a plentiful supply of graded 


questions and problems. Solutions to these 
problems will shortly be available. 


Throughout the book emphasis has been placed 
on how the accounting system can aid man- 
agement in its basic functions of decision ` 
manne: and controlling operations. 


Sweet & Maxwell i 
Price in U.K. £5 net. 


Mail orders to: North Way, Andover, Hants 
SP10 5BE 


‘Bookshop: `, 
116 SE Lane, London WC2A 1 PP 
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in Firms 


STUDENT ROUNDABOUT 


e duéation and Training 


Among the many discussion papers presented at the recent ACASS. 
Council at Birmingham University (reported in ‘Roundabout’, 

April 4th) was that prepared by Stella Fearnley, B.A., A.C.A., a 

_ member of the ACASS Executive. Her paper, reproduced below, 
draws some interesting conclusions on education facilities provided 


by large and small firms. 


“HE information in this paper was 
gathered from formal interviews with 
senior staff in nine large firms and from 
facts supplied informally by colleagues 
connected with other large firms. 

Large firms, having considerable re- 
sources at their disposal, should be able 
to spend time and money in planning and 
organizing the education and training of 
their students. 

‘Three firms stated that they were in- 
terested in graduates only and that their 
education and training programmes were 
geared up to the three-year student. 

The others varied from ‘not seeking 


“A-level. students, but considering the 


‘exceptional case’ to definitely wanting 
about a 50-50 balance of A-level students 
and graduates. Firms with larger numbers 
of provincial offices appeared more 
interested in those with A-levels, but no 
firm restricted its intake to A-level only. 
With one exception, all the London 
firms were providing, free of charge, 
some form of education for their students, 

. but not all the schemes extended to 
students in provincial offices. The reasons 
given for this were the high cost of 
providing accommodation for provincial 
students on London-based courses and 


`: a reluctance to interfere with the auto- 


nomy of provincial offices. 


Linked tuition 


The education schemes all followed 
similar patterns. All were linked with a 
private sector college and consisted of a 
short two- to three-week introductory 

“course, followed by periods of home 
study. 

The periods of home study were split 
up by further short intensive courses and 
culminated in a longer revision course 
immediately prior to the examinations. 
All the courses for non-exempt graduates 
were exempt the foundation examination. 

Progress was monitored in different 

> ways. Most firms received monthly 

`; reports from the tutors giving details of 
each student’s performance. One firm 
had its own tutorial system for checking 





students’ progress and another firm had 
its students taking examinations in the 
office, the results of which were returned 
to their principals. 

The value of progress reports was felt 
to be threefold: to highlight any particular 
problems which individual students might 
have; to bring pressure on students who 
were not making an effort; and in 
extreme cases to refuse a student per- 
mission to take an examination. Three 
firms stressed that they did this in cases 
where they felt a student did not stand a 
chance of passing. 


Training programme 


Training programmes varied much more 
than the education programmes — from a 
carefully planned system of four weeks 
per year to fit in with experience obtained, 
to two weeks’ training courses and others 
‘as and when necessary, but comprising 
at least one further week’. The content 
of the courses varied tremendously, but 
all firms gave training in their own 
audit techniques at an early stage. 

The training record of The Institute 
of Chartered Accountants in England and 
Wales was not widely used. Firms tended 
to feel that their own staff records were 
adequate for the purpose of monitoring 
training, and were better suited to their 
specific requirements. However, the 
need for a standardized record of experi- 
ence was appreciated, as was the need for 
monitoring experience. 

All the firms considered that the need 
for a student to get varied experience 
should not totally overshadow the firm’s 
need to get its work done, but all claimed 
that every effort was made to give students 
a broad base of experience, and one firm 
insisted that all students spent three 
months of their training in their tax 
department. 

The new syllabus was considered, on 
the whole, to be reasonably adequate aca- 
demically, but; with one exception, the 
firms felt that the three-year training 
period for a graduate was too short and 
left the student with very little practical 


experience. One firm required i 


- result of the syllabus changes an 


dents to stay for two more years after 
qualifying. Others, whilst not insist 
on a further period with them, con- 
sidered that two ‘years’ post-qualifying 
experience was essential for a student to 
consolidate his knowledge. 
The standard of education and trainir 
in the large firms, although varied, is ve 
high and firms have made great eff 
to comply with the ‘Policy for Educatio: 
and Training’. In most cases the ed 
tion programmes had been set up as 








































































Institute’s recommendations for oral 
tuition, but three firms had been runnin 
schemes successfully for some time. A 
the firms, however, made it clear that in 
return for the provision of educat 
students were expected to work hard at 
their studies and pass their exams quickl 
Students in the large firms were also 
receiving professional training courses 
of some kind and their progress, both 
educationally and professionally, was 
being carefully controlled and monitored. 
It would be quite fair to state, there- 
fore, that students entering a training 
contract with a large firm would get the 
benefit of as good an education as 
available at the moment, and would have 
their practical experience monitored and 
supplemented by additional trainin 
courses. 


Effect on the profession 


It is obvious that many smaller firms, 
because of limited resources are not abl 
to offer the same facilities to thei 
students as the large firms. As far as 
practical experience is concerned, thi 
introduction of the compulsory traini 

record will go a long way towards ensur. 
ing that students in both large and smal 
firms are obtaining adequate, if ve 
different, experience. : 

There is, at the moment, no plan t 
monitor a student’s education. In th 
past a student’s education has bee 
deemed to be adequate if he has passe 
the Final examination, regardless of. the 
time taken or the number of attempt 
made. But the increasing difficulty of t 
examinations, the time limit now impose 
and the recommendation by the Institute 
for oral tuition mean that the students. 
can no longer be expected to rely on th 
old system of a correspondence cours 
with no back-up facilities at all. 

In the large firms adequate provisio 
is already being made, and indication: 
are that in the cities where such firms 
have offices, other firms will. have’ t 
offer similar facilities in order to recrui 
the best students. It is likely therefor 
that the best students in large towns w 
under all circumstances, be . properl: 
catered for, but the situation is ver 








t the presentation of The Accountant Annual Awards: Paul Hendrick, President, The Association of Chartered Accountant Students’ 
ocieties and Chairman, The Chartered Accountant Students’ Society of London, being welcomed by Mr Arthur E. Webb, Editor, The Accountant. 
Pictured right, Mr Kenneth Sharp, T.D., M.A., F.C.A., Deputy President. The Institute of Chartered Accountants in England and Wales, in con- 
versation with Terry Webb, A.C.A., Immediate Past-President, The Association of Chartered Accountant Students’ Societies. 



































different for the student in the smali town 
vhere no firms are offering education, 
d the student who does not get a 
ntract with a firm in a large town which 
avides education. 
‘If there are no public sector colleges 
Y his vicinity which run courses for 
chartered accountant students, he is then 
faced with the prospect of (a) having to 
move away from home, probably on an 
inadequate salary, in order to attend a 
public sector course, (b) to go to a private 
sector college which will be an even 
greater financial burden, and (c) to attempt 
the examinations using only a corres- 
` pondence course, when this has already 
been proved inadequate. 
In order that all students should have a 
reasonable chance of passing the new 
examinations, they need oral tuition and 
therefore we should consider the desir- 
ability of asking that the recommenda- 
tions in the ‘Policy for Education and 
‘Training’ be made compulsory. This 
would have the effect of involving all 
firms in the provision of their students’ 
education. All firms would obviously not 
be able to provide their students with 
their own schemes, but there is no reason 
why arrangements could not be made 
with public or private colleges to ensure 
that students were given proper tuition. 


[At the March ACASS Council the follow- 
-ing resolution relating to this subject was 
passed: ‘That this Council wishes the 
recommendations in the ‘Policy for Educa- 
tion and Training (Appendix I)’ to be 
made compulsory, thus requiring all Arms 
to ensure that their students receive an 
education of an equivalent standard to 
that which many firms are already offering.’ 
~ Eprror.] 








Birmingham Examines Firms’ 
Training Facilities 


Over the past few months Birmingham 
CASS has been taking stock of its 
position and reflecting on the reticent 
attitude that it has previously adopted 
towards such important matters affecting 
members as conditions of training, em- 
ployment and salaries. 

It was felt that only from a well 
informed basis could the Society effec- 
tively seek to influence, and thereby 
improve, general conditions at present 
existing within the West Midlands area. 

A recent comprehensive survey is the 
beginning of a campaign to inform clerks 
and principals about the present 
disproportionate standards that ‘prevail 
within the Society’s area which covers 
Hereford, North Staffordshire, Shrews- 
bury, Warwickshire, Wolverhampton and 
Worcestershire. 

Each area’s results will be examined 
in detail and comparisons made. The 
Society feels that if members and prin- 
cipals are presented with detailed facts, 
then concerted efforts can be made to 
improve existing standards through col- 
lective discussion between clerks and 
principals. 

The latter, claims the Society, should 
now recognize that the ICA in England 
and Wales advocates a ‘living’ wage, and 
that adequate training facilities and 
experience should be made available. 

Ultimately, of course, it is the pros- 
pective articled clerk who will benefit 
from this initiative and the Society 


proposes to circulate colleges and schools, 
with the results of the survey. 

Thus, prospective students will be able 
to assess the comparable standards 
available within firms in the area before 
signing articles. Should this ambitious 
exercise fully succeed, there can be some 
truth in the Society’s view that those 
firms who fail to improve their con- 
ditions of employment ‘will face in- 
creasing difficulty in attracting articled 
clerks’. 

There has been a 55 per cent response 
to the survey which, in the circumstances, 
is regarded as both good and statistically 
acceptable. At the present moment replies 
from members are being assessed and 
compiled on a computer at Nottingham 
University. 

The major results will be circulated and 
published and, in addition, a detailed 
booklet will later be available from 
the Society containing all the detailed 
information collected for the area. 

It is proposed to repeat the operation 
every two years so as to provide an up-to- 
date guide of firms’ facilities. 


ICMA APPOINTS NEW 
STUDENT OFFICER 


Miss Dorothy A. Barkley, B.A., assistant 
librarian at the Institute of Historical 
Research, University of London, has 
been appointed Student Officer in the 
Education Department of The Institute 















Cost and Management Accountants. 

` Her main. responsibility will be to 
` provide information and guidance to 
registered and intending students on 
matters affecting their education, train- 
_ ing, examinations and eventual qualifica- 
tion for Institute membership. Miss 
Barkley will also help to encourage 
corporate activities of ICMA students, 
~ such as pre-examination revision courses 
id similar educational aids. 


































































LONDON’S AGM 


The venue for this year’s annual general 
meeting of London CASS will again be 
Chartered Accountants’ Hall, on June 
4th, commencing promptly at 6 p.m. 

During the last few years, London’s 
annual meetings have been vociferous 
with no verbal punches being pulled, and 
no hesitation on the part of those at- 
tending with contributions to make on 
the agenda to hold forth with strength 
and to the point. A similarly spirited 
meeting can be expected next month, 
particularly as the agenda is likely 
to contain quite a few momentous 
proposals. 


~ SCOTTISH INSTITUTE’S 
STUDENT GUIDE 


Te second edition of The CA Student 
Guide, now published by The Institute of 
Chartered Accountants of Scotland, con- 
tains full details of the education curricu- 
lum, including qualifications for entering 
CA studentship and, where applicable, 
a list of compulsory classes in educational 
subjects, as well as examination details. 
Copies of the Guide are available from 
n othe Scottish Institute, 27 Queen Street, 
o Edinburgh EH2 1LA. 


‘LINKED TUITION GUIDE 


For those students who opt for a linked 
scheme of tuition — as advocated by the 
ICA in England and Wales in its ‘Policy 
for Education and Training’ — a 
booklet entitled Guide to Link Courses, 
published by The School of Accountancy 
and Business Studies, should prove 
useful. 

The booklet gives some concise answers 


FOR C.A. 
EXAM 
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LETTERS TO ROUNDABOUT 


Towards Better English 


Si, — The problem of the low standard of 
English used by candidates in the examina- 
tions of the ICA in England and Wales 
has aroused considerable interest. It is 
particularly pleasing to observe that 
reaction has, on the whole, been favour- 
able to the suggestion that students should 
be required to demonstrate their ability 
to write good English before being ad- 
mitted to membership of the Institute. 
This is as it should be. It has long been 
accepted in practice that chartered ac- 
countants must be literate as well as 
numerate. The writing of reports, letters, 
internal control memoranda, and proper 
presentation of files are an essential 
part of the accountant’s day-to-day work 
and therefore he needs to be as competent 


ACASS - A National Body? 


Sir, ~ ACASS in the past has carried out 
many useful and constructive projects 
such as the articled clerks’ salaries survey 
as well as achieving representation on the 
ICA in England and Wales’ Education and 
Training Committee and its sub- 
committee. However, these efforts would 
prove more fruitful if the Institute 
recognized ACASS as a national body of 
trainee accountants. It was explained by 
the ex-secretary of ACASS at the March 
Council in Birmingham that ACASS is 
regarded by the Institute as a representa- 
tive body in practice if not in theory. 

I must point out that this is insufficient. 
The Institute has a policy of merely 
sympathizing with young professionals’ 
problems and their views about the future 
of the profession while ignoring, at the 


to such questions on linked courses as: 
the reason for their introduction, ad- 
vantages which lie in home and poly- 
technic teaching, and the amount of 
co-ordination under the linked scheme 
between home and college study. In 
addition, there are listed comprehensive 
details of colleges who will be conducting 
linked courses during 1974-75. 

Copies of the booklet are available 


from the School, Regent House, Stewarts 
Road, London SW8 4JU. 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Programming, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 

Free 100-page book (without obligation on application to Careers Adviser) 


THE RAPID RESULTS COLLEGE 


LONDON SWi9 4DS 
— 01-946 


? 
Accredited by the Council for the Accreditation of Correspondence Colleges. 


DEPT AH3, TUITION HOUS: 
(24-hour Recording 


passes, it assures your success in 
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in carrying out these tasks as he is in other 
aspects of accountancy. : 
It is time that this problem was tackle: 
Its existence has been acknowledged and 
the general feeling is that ‘something 
ought to be done’. We should not let th 
subject drop until something bas be 
done which will help students to improve 
their English. k 
The writing of good English should 
introduced as a definite subjéct in 
examination syllabus, so that epart of 
time spent in the education of studen 
will be devoted to teaching them an 
acceptable standard of English. : 
Yours faithfully, 
STELLA FEARNLEY, B.A, ACA 
Bournemouth. ; 












same time, vital issues pointed out by 
ACASS or member student societies 
However, it is also worth recordin, 
the steps taken by the Institute such as 
the training record and a letter from th 
President to all the principals regarding 
living wage’ for articled clerks. Su 
moves for improvement in the standard 
the profession will only be strengthened i 
ACASS and the Institute go hand-in-han: 
as the former recognizes student problems 
and changing circumstances at thei 
outset and continues to put forwar 
further useful recommendations to remed 
the situation. i 
Yours faithfully, 
A. RAZZAQ, 
Member of Execut 


London NWS. Committee, ACAS. 


CASSL COURSE 
IBM Business Game 
Using one of IBM’s latest computers 
the IBM Business Game to be hel 
June 25th is a ‘must’ for all aspirin 
businessmen. 
Only six teams of five persons can pla: 
so book early to avoid disappointment. 
Fee, £11 per team (including lunch- 
eon). Contact Miss Jean McInnes (628 
4527) or write to CASSL, 43 London 
Wail, EC2M s'TB, to reserve a place. 


Tel. 01-947 2211 
only. 













PROFESSIONAL NOTICES 


Bricut Youncer & Co announce that 
‘as from May 6th, 1974, the firm’s name 
will be changed to BRICHT YOUNGER 
Keats & Co, arising from the intro- 
duction of a new partner, Mr L. M. 
. Keats, A.C.A., and their address will be 
Scottish Life House, 116 College Road, 
_ Harrow, Middx. Telephone 01-863 9155. 
CE. C. Brown & Barts, Chartered 
Accountants, announce with regret that 
Mr E. F. Warner Barts died suddenly 
o April 25th. 

Cuater Knicut Tyson & Co announce 
hat as from May 1st, 1974, they have 
een joined in partnership by Messrs 
<H. Minter, P. W. Beate and A. H. 
RRIS, at present partners of SPAIN 
ROTHERS, DALLING & Company. The 
enlarged partnership will be known as 
Cuarer, SPAIN BROTHERS. From the same 
date, Messrs J. R. Emery, M. J. COMENS, 
M.: J. Presspre and P C. Ticenurst, all 
of whom are senior members of the staff, 
will be admitted to the partnership. The 
existing office addresses and telephone 
numbers will be unaltered. 


Cuirron Pyke & Co, Chartered Ac- 
countants, of 58 North Hill, Colchester, 
announce that as from May ist, 1974, 
they have entered into an association with 
‘Spencer FeLLows & Co, Chartered 
Accountants, of 85-89 New London Road, 
helmsford. The present partners of 
LIFTON Pyke & Co, Messrs J. T. 
NEWTH, F.C.A, FTI, and W. J. 
WAKELING, F.C.A., have been joined in 
‘partnership by the partners of SPENCER 
FeLLows &. Co, Messrs K. C. HELLIER, 
keas R. 5. CARVELL, F.c.a., and J. J. 
Apport, A.C.A. CLIFTON Pyke & Co will 
continue to operate from their existing 
address, and now also at 85-89 New 
‘London Road, Chelmsford, and Kings- 
‘way House, 103 Kingsway, London WC, 
Many Jupp & Co, Chartered Account- 
` ants, announce the retirement as from 
April 30th, 1974, of Mr L. A. HALL, 
F.c.a., London, Mr K. B. HILTON, F.c.a,, 
Manchester, and Mr T. W. PICKARD, 




































“F.C.A., Cardiff. They announce also the 


admission to partnership on May ist of 
Mr E. E. Frissy, F.c.a., in London, and 
the transfer of Mr A. G. K. HAMILTON, 
A.C.A., from the Midlands to the London 
office. 


Moore, STEPHENS & Co, Chartered 
Accountants, announce the admission 
into the partnership from May 1st, 1974, 
of Mr PauL Douglas PoweLL, who has 
been with the firm for a number of years. 


Price, BAILEY AND Partners, Char- 
tered Accountants, of Bishop’s Stortford, 
Cambridge, Great Dunmow and Harlow, 
announce that the following senior 
members of the staff will be admitted to 
the partnership on June rst, 1974: Mr 
Ricuarp LioneL Howrowp Price, at 
Bishop’s Stortford, Mr Nice. PAuL 
Ernest BAILEY, at Great Dunmow, Essex, 
and Mr Rocer Evans, at Cambridge. 


SHEARS AND GILBEY, of London NWg, 
and Lyons Nose & Co, of London N2, 
announce that they have merged their 
practices with effect from May ist, 1974. 
The combined practice will be known as 
SHEARS & Partners, and for the present 
will continue practising from the existing 
addresses. 


Sotomon Hare & Company, Char- 
tered Accountants, of Bristol, announce 
that Mr Roy MACFARLANE and Mr 
Davin RosBinson were admitted to the 
partnership on April 1st and May ist, 
1974, respectively. 

Spatn Brotuers & Co, Chartered 
Accountants, and How & Co, Chartered 
Accountants, announce that their prac- 
tices were amalgamated on May ist, 1974. 
The combined practice, under the name 
of SPAIN Brotuers & Co, will continue in 
London with a branch at Tonbridge, Kent. 

SPENCER FeLLows & Co, Chartered 
Accountants, of 85-89 New London 
Road, Chelmsford, announce that as 
from May ist, 1974, they have entered 
into an association with CLIFTON Pyke & 
Co, Chartered Accountants, of 58 North 
Hill, Colchester. The present partners of 
SPENCER FELLows & Co, Messrs K. C. 
HELLIER, F.c.a., R. S. CARVELL, F.C.A., 
and J. J. ABBOTT, a.c.a., have been 
joined in partnership by the partners of 
Cuirron Pyke & Co, Messrs J. T. 
NEWTH, F.C.A., FTI, and W. J. 
WAKELING, F.C.A. SPENCER FELLOWS & 
Co will continue to operate from their 
existing addresses at Chelmsford and 
Kingsway House, 103 Kingsway, London 
WCS, and are now also at 58 North Hill, 
Colchester. 

WHINNEY Murray & Co announce 
that from May 1st, 1974, they have 
opened an office at Stuart House, 10 
Union Street, Bristol BS: 2DQ in 
association with SoLomon Hare & Co. 
Resident partners will be Messrs G. A. 





SHIPTON, A. E. Apams, M. $S. Batt, 
P. Smith, R. MacrarLane and D. A. 
ROBINSON. 

Wuinney Murray & Co, Chartered 
Accountants, announce that with effect 
from May 1st, 1974, Mr E. S. RUSSELL 
has retired from their Birmingham office. 


APPOINTMENTS 


Mr Innes Carr, c.a., has become group 
treasury manager of Fisons. He will 
be responsible to the finance director 
for short-term treasury operations within 
the department. 


Mr G. H. Harker, F.c.a., secretary of 
Ricardo, consulting engineers, has been 
appointed to the board. 

+ Mr Michael R. Leathers, a.c.a., has been 
appointed group chief accountant of 
Anglo-Continental Investment & Finance. 

Mr Shaun McDowell, a.c.a., has been 
appointed to the board of Palitoy. 

Mr Christopher Stevens, a.c.a., has 
been appointed secretary of Pearce Duff 
& Co and Marela Ltd. He was formerly 
chief accountant. 

Mr Cecil C. Taylor, F.c.a., a non- 
executive director of McKechnie Brothers 
has been appointed deputy chairman of 
the group. 

Mr Stuart Young, F.c.a., has become 
a director of the Anglo-Portuguese Bank. 


CONSERVATIVE PARTY’S 
JOINT TREASURER 
Mr W. G. H. Clark, M.P., F.c.c.a., has 
been appointed joint Treasurer of the 
Conservative Party. He was the principal 
sponsor of a Clients’ Money (Accounts) 





Bill presented in 1964 to make special 
provision for safeguarding clients’ money 
or deposits, and was a Vice-Chairman of 
the Conservative Party Parliamentary 
Committee in that Parliament. 

Mr Clark is Member of Parliament for 
Croydon South and Chairman of the 
Income Taxpayers’ Society. He has been 
a member of the Association since 1941. 


















NEW CHAIRMAN OF FINANCE 

HOUSES ASSOCIATION 

` Mr Humphrey Oliver, a director of 

United Dominions Trust, has been 

appointed chairman of the Finance 

“Houses Association. He succeeds Mr 
Gilbert Cooke, managing director of 

“Bowmaker, who has completed his two- 
year term as chairman. 

The new Vice-Chairman of the Asso- 

: ciation is Mr Ronald Barnes, F.C.I.S., a 
director of Lombard North Central. 

_. Mr Oliver, who was called to the Bar 
in 1948, also becomes chairman of the 
general purposes, membership and fin- 
ance, and monetary and economic sub- 
committees of the Association. A Council 
member of the European Federation of 
Finance Houses Associations, Mr Oliver 
is shortly to be appointed to the executive 
committee of that body. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 


Resignation of Council Member 


< The Council of the Institute has ac- 
cepted with regret the resignation of 
Mr T. J. Melville, A.C.A., a.T.1.1. Increas- 
ing personal and professional commit- 
ments, it is understood, have made it 
difficult for him to devote as much time 
to Council work as he feels it right and 
_ proper for a Council member to give. 
Mr Melville’s resignation creates a 
vacancy in the Manchester area repre- 
sentation on the Council, to be filled by 
election in 1975. Under bye-law 7, it is 
possible for the vacancy to be filled 
meanwhile by co-option. 












` TAX CHANGES THROUGH PAYE 


Income tax deductions from wages and 

salaries, occupational pensions, etc., at 
the new higher rates fixed for 1974-75 
will take effect from the week beginning 
May 4th (PAYE week No. 5). This is the 
earliest date by which the new tax 
tables could be printed and distributed to 
employers. Because of the way the tax 
tables work, most employees will face 
heavier PAYE tax deductions in week 5 
than in the following weeks, since the 
tax due in week 5 will also include the 
‘back tax due at the new rates for weeks 
1 to 4 of the income tax year. The effect 
will, however be cushioned by the 
increases in the single and married 
allowances. 

Under the new PAYE coding system 
“,introduced in April 1973, most PAYE 
odes have a suffix letter L or H; this 
hows that the individual concerned is 
_ entitled to the single person’s tax allow- 
ance or wife’s earnings allowance (L) or 
the married man’s (H). This new system 
‘ makes it possible for the increases in these 










allowances announced in the Budget to be 
given direct effect by employers them- 
selves amending the codes under a general 
authority from their tax office. As there 
is no need for the tax office to take time 
recalculating individual codes for these 
increases, the whole operation is much 
faster. Employees will not receive notices 
of amended codes for these increases 
alone. 

The only cases where specific revision 
by tax offices will be needed at this stage 
will be the minority of codes with the 
suffix letter T. Many of these are second 
jobs — so that neither allowance is due, 
since it is given in the coding for the 
other job. Others relate to cases which are 
not straightforward, e.g., where marginal 
age exemption is due. Tax offices will be 
able to recalculate the T codings where 
appropriate in time to be effective on the 
first pay-day after May 3rd. 

Because of the increased personal 
allowances, a single person earning 
below £17:50 per week and a married 
man with earnings below £34 per week 
will pay less tax after May 3rd. 

The Budget also raised child allow- 
ances by £40 for each child. The PAYE 
coding changes needed for this will take 
tax offices rather longer. Codes with 
increased child allowances will come into 
operation generally in the week starting 
July 20th. In Scotland, where the coding 
will be done by computer, the new codes 
to include child allowances will be notified 
in time for operation in the week starting 
May 2sth. 

For most employees paid monthly, the 
first pay-day on the new tax rates should 
be month 2, May 6th to June 5th, and, 
as in the case of the weekly-paid at week 5, 
the first tax deduction will include extra 
back tax from the beginning of the tax 
year. 


THAMES VALLEY 
CHARTERED ACCOUNTANTS 


The annual meeting of the .Thames 
Valley Society of Chartered Accountants 
will be held on Monday, May 13th, at the 
Grenadier Suite, Post House, 500 Basing- 
stoke Road, Reading. This will be 
followed by a lecture on the 1974 Finance 
Bill by Mr John Jeffrey-Cook, F.c.a. 

In the Society’s annual report and 

accounts, the Chairman, Mr W. G. K. 
Ames, F.C.A., expresses the hope that the 
society will be granted District Society 
status in the near future. ‘Membership’, 
says the Chairman, ‘now approaches 600, 
and our potential service is to 1,250 
members of the Institute having 
registered addresses in our area.’ 
_ Events organized during the year 
included the Society’s annual dinner at 
Balliol College, Oxford, and the annual 
day course held at Reading University. 


“ASPECTS OF 
THE 1974 FINANCE BILL 


‘Selected aspects of the Finance Bill 
1974’, will be the subject of the nex 
meeting of the North London Group o 
the London and District Society 
Chartered Accountants. To be held a 
the Torrington Arms, Lodge Lane, Ta’ 
Ho Corner, North Finchley, on Mond 
May 2oth at 7 for 7.30 p.m., thi 
speaker will be Mr Eddie Ray, 8.co! 
F.C.A, 

Admission price is sop and beer an 
light refreshments will be available befor 
and after the meeting. Further details 
can be obtained from Mr David Zane, ` 
F.c.A., of Newton Zane & Co, 92: 
Finchley Road, London NW11. 7PE: 


(01-458 7244). 






































FORMATION OF SOUTH ESSEX 
SOCIETY OF CHARTERED 
ACCOUNTANTS 


The South Essex Branch of the London. 
and District Society of Chartered Ac- 
countants has been elevated to district 
society status and will be known as th 
South Essex Society of Chartered Ac 
countants. It becomes the eighteent! 
district society of the Institute. 


Mr E. K. Wright, M.A., F.c.a., Presi 
dent of the Institute, in a letter tọ- 
members of the Society, expresses th 
belief that healthy district societies are an 
essential element in the life of th 
Institute and that members can make a 
real contribution to the advancement of. 
the interests of the profession if they 
part in the activities of their distr 
society, its branches and groups. 
John Bird, F.C.A., senior partner in B 
& Partners, of Brentwood, Essex, has: 
been elected Council member for the 
area, as noted in The Accountant of 
March 14th. 


Formed in 1967 as a branch of the’ 
London and ` District Society, th 
new Society will have a membership of 
over 800. During the past seven years, 
the varied activities arranged, including 
one-day and evening meetings together’ 
with social events, have provided excel-. 
lent facilities for chartered accountants. 
within the area. 


The inaugural meeting of the Societ 
will be held directly after the annual 
meeting on Monday, May 2oth, at 6.30. 
for 7 p.m. at the Masonic Hall, Mount. 
Avenue, Shenfield, Essex. The secretary, 
Mr D. E Heady, F.c.a., hopes that as. 
many members as possible will attend, 
and those proposing to do so should 
contact him at- 180a South Street, 
Romford, Essex. Romford 44726. i 















ganizing a two-day credit course to 
held on Thursday and Friday, May 
16th and 17th, at the Royal Stuart 
Hotel, Glasgow. ` 
Subjects to be discussed include the 
organization of a credit department, the 
lection of accounts and a talk by 
r G. Douglas Laing, Ca., on “The 
inistration of insolvent estates’; he 
vill also hold a mock meeting of creditors. 
‘Course fee, with two nights’ accom- 
odation, is £44 including VAT, and 
thout accommodation, £33 including 
VAT. Further details and application 
forms are available from the Secretary, 
The. Institute of Credit Management, 
3 Berners Street, London WıP 4AB 
{o1-580 8691). 


SHEFFIELD CHARTERED 
ACCOUNTANTS’ 
ANNUAL REPORT 
In the ninety-second annual report of the 
Sheffield and District Society of Char- 
tered Accountants, the surplus for the year 
of £1,093 reflects the satisfactory results 
on educational and social activities, 
particularly courses, which seem tọ 
lourish in Sheffield and its environs. 
For the fourth year the Society, in 
unction with the Hull, East Yorkshire 
and Lincolnshire Society, again staged 
1 successful two-day residential course. 
The Society’s one-day and_ half-day 
ourses proved a useful means of keeping 
1embers abreast of current trends affect- 
g the profession. 
Some 60 members of the Society have 
een involved in the work of the Technical 
“Advisory Committee and its sub- 
committee in, 1973. The consideration of 
Exposure Drafts is the most important 
part of the TAC’s work and this is the 
“area in which the Society’s views are 
most forcibly represented. 


EUROPEAN BIBLIOGRAPHY 
ICRA Occasional Paper 

A bibliography of over 600 selected 
references for investigation of the prob- 
lems and practice of financial reporting 
in the EEC and internationally has been 
` published by the Lancaster International 
Centre for Research in Accounting as 
















































the fourth in its series of Occasional 
Papers. The author, Mr S. J. Gray, 
DEG, AASA, A.C.LS., 


accounting problems, and is also the 
author of No. 2 in this series of papers, 
Corporate Reporting and Investor Decision 
in the EEC (The Accountant, October 
18th, 1973). 

Claimed to be ‘the most compre- 
hensive bibliography that has been 
published on this subject’, the material 
is classified under each country as 
official documents and reports, pro- 
fessional publications, books, and articles 
and papers, and indexed by name of 
author. Copies are available from ICRA, 
Furness College, Bailrigg, Lancaster 
LA 4YE, price sop. 

Copies of Paper No. 1 The Usefulness 
of Accounting Information to Investors, 
by K. V. Persnell, and No. 3 Changing 
Prices and Financial Reporting, by Pro- 
fessor Maurice Moonitz, together with 
No, 2 mentioned above, each price {£1 
(or £250 for all four) are available from 
the same address. 


AM.B.ILM., is” 
currently engaged on research into EEC. 


WALBROOK TAX DISCUSSION 
Be GROUP 


The next ‘meeting of the Walbrook Tax 


Discussion Group will be held in 
Committee Room No. 4 at Chartered 
Accountants’ Hall at 6 p.m. on Tuesday, 
May 14th. 

- The subject for discussion, the Finance 
Bill, 1974, will be introduced by Mr 
R. F. Wells, r.c.a., of Price Waterhouse & 
Co. 


ICCC 74 IN STOCKHOLM 


Stockholm has been selected as the venue 
for the second international conference 
on computer communication, to be held 
from August 12th to 14th. The con- 
ference theme will be ‘Computer. com- 
munication today and up to 1985’. 

Hosts to the three-day gathering will 
be the Swedish Telecommunications 
Administration, with the support: of, 
Sweden’s computer and telecommunica- 
tions industries. The first such con- 
ference — ‘ICCC 72’ ~ was held two years 
ago in Washington, USA. 





Joint Diploma Examination 


The following candidates have completed 
the 1973 Examination for Part I of the 
Joint Diploma in Management Account- 
ing Services and the Certificate in Man- 
agement Information: 


A. M. Barker, F.c.a. 

E. P. Bartlett, A.c.M.A. 

R. E. Beedham, A.c.M.a. 

G. R. Bolt, a.c.m.a. 

R. H. Bonshor, a.c.M.A. 

P. J. Brown, LP.F.A, 

A. B. Cairns, C.A. 

D. J. Carmichael, a.c.a. 

M. J. Cartwright, a.c.m.a. 

B. P Chatterjee, A.c.a. (Distinction in 
Paper I). 

B. Collinge, 1.P.F.A. 

R. F. Connell, C.A. 

P. G. Cotgrove, A.C.M.A. 

M. Dubash, A.C.A. 

J. G. Eccles, A.C.M.A. 

L. E. Fitzpatrick, A.C.M.A. 

D. T. Gallacher, A.C.M.A. 

R. G. Hanna, C.A. 


JOHN FOORD & CO. 
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J. Hardacre, A.C.C.A. 

D G. House, A.C.A, 

D S. Jolley, A.C.A, 

R. Kelly, A.C.A. 

J. A. Knox, a.c.a. (The Shaw Prize for 
highest marks in Paper IV’) 

B. W. Lucas, A.C.A. 

R. J. Mayes, A.C.A. 

P, J. McAndrew, A.C.C.A. 

P. F. Mills, A.C.A. 

W. C, Nicholas, A.C.M.A. 

F. E. Okehie, a.c.c.a. 

J. A. Perry, A.C.C.A. 

R. W. Poulton, A.C.A. 

W. G. Rastall, A.C.A. 

B. D. Rattray, C.A. 

B. A. P. Shaw, C.A., A.C.M.A. 

A. F. Sheward, A.C.CA. 

J. W. Smallwood, A.C.M.A. 

H. I. Smith, a.c.c.a. 

N. C, Stiles, F.c.a. (The Howitt Prize 
for the highest overall aggregate and 
Distinction in Paper III) 

C. B. Walkden, A.C.A, 

M. B. Wintoki, a.c.M.A., A.C.C.A. 

D. Wood, A.c.M.A. 
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We believe that the challenge 
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never been more real, more 
exciting than it is now. The wealth 
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English Institute’s Good Year 


R KENNETH WRIGHT has greatly distinguished 

the office of President of The Institute of Chartered 
Accountants in England and Wales and the recently issued 
annual report of the Council for 1973, to be presented to 
next month’s annual meeting of members, illustrates the 
outcome -of-a stewardship in which-he and his colleagues 
may take no little pride. 

With every indication that the difficulties of the late 
1960s have been overcome, the Institute emerges in a 
strong position — strong in its relations vis-à-vis other 
professional bodies, government and the community, as 
well as in the more prosaic financial terms. 

A supplementary inflation-adjusted statement to the 
Institute’s accounts shows that the anticipated surplus of 
£246,000 in historical terms has become £408,000 on the 
basis of current purchasing power — due largely to a gain 
of £141,000 on the Institute’s net monetary liabilities. The 
inclusion of this item as a component of profit is specifically 
defended by the ASSC in this week’s provisional statement 
of practice on inflation accounting, reproduced on other 
pages. Historical net assets of £1-1 million become CPP£7 
million, predominantly due to the unrealized profit of 
£42 million on valuation of Chartered Accountants’ Hall. 

In adjusting for inflation, the Institute has not been 
unmindful of its own auditors. The 1972 audit fee of £3,500 
is to be increased by £450 for 1973 — the maximum 
apparently permitted under Stages If and III of the 
counter-inflation legislation — and the 1974 fee will in due 
course be fixed by specific reference to movements in the 
retail price index. Practising members generally may long 
for other such sympathetic and perceptive clients! 

Clients, of course, come in great variety for all manner of 
professional services, although the profession — and char- 
tered accountants in particular ~ are closely identified in 
the public mind with the single field of public company 
audits. We have in the past criticized the fallacy of attempt- 
ing to evaluate the size or influence of any one particular 
firm by reference alone to the number or the total resources 
of its audit clients. Possibly a more serious error lies in the 
common assumption that any monetary statement bearing 
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an accountant’s name is ipso facto audited and guaranteed. 

As the President himself says in his statement, the public 
belief in accounting as an exact science is a mistaken one. 
At a time when the echoes of that remark about ‘accounts 
not worth the paper they are written on’ are still reverberat- 
ing around (a remark, by the way, often exaggerated and 
quoted out of context), it is good to be reminded of the issu 
during the year of a revised and updated statement (‘Report 
on Accounts of Sole Traders and Partnerships’, ` Ti 
Accountant, July 12th, 1973) on the responsibility 
members in relation to any set of accounts which have: 
been subjected to a full audit. : 

During 1973, the Disciplinary Committee was faced w. 
the necessity of hearing 40 formal complaints (other he 
subscription cases), with the consequence that 17 membe 
were excluded, 17 reprimanded and five admonished; on 
articled clerk was declared unfit to become a member. Of 
these 40 cases, according to the report, ‘five arose from 
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criminal convictions’, but theré is no indication of the other 
offences considered. 

The Council is under a specific obligation, under the 
Institute’s by-laws, to publish disciplinary findings in such 
manner as it thinks fit, and this information is available to 
Il readers of this journal. However, we renew our plea 
ora tabulation of penalties and offences on the lines of the 
_ 1966-71 annual reports — if only because the exclusion of 






































Unions Call the Tune 


O UITE apart from the implications of the recent cash 
settlement — if it may be so termed — of the engineering 
kers” strike against the judgement of the Industrial 
tions Court, there will doubtless be people who will 
ceive the new Trade Union and Labour Relations Bill 
with some relief. 
The main objects of the Bill, which had its Second 
Reading last week, is to get rid of the Industrial Relations 
Court and with it the Commission on Industrial Relations 
and the Registry of Trades Unions and Employers’ 
Associations. The last mentioned body has to go, since the 
sis of the Industrial Relations Act, which the new Bill 
replace, rests on the principle of registration. 
rom the trade union point of view, the disappearance of 
ese bodies must be regarded as a satisfactory conclusion 
the campaign they have waged since the last government 
acted this regulatory legislation. The unions will also 
derive satisfaction from the abolition of the concept of the 
infair industrial practice’ as well as the recognition of the 
closed shop’ at law. 

Although the Industrial Relations Act gives protection 
igainst unfair dismissal following the recommendation by 
the Donovan Commission, the new Bill extends these 
provisions. In particular, the Bill makes it unfair to dismiss 
an employee for taking part in the activities of an indepen- 
dent union or for refusing to join a non-independent union, 
-gə the employing firm’s staff association. In contrast, any 
mployee who refuses to join the appropriate union, or 
joins in the activities of any union other than the appro- 
riate union, can be dismissed. 

The onus of proof falls upon the employer to show that 
xe acted reasonably in dismissing an employee. Whereas 
t present only employees who have completed two years’ 
service with the employer are eligible to complain of unfair 
missal, the Bill reduces that period by half. The upper 
imit for compensation in such cases is raised to £5,200; 
or {50 per week for two years. The current time limit for 
making a complaint is 28 days; under the new Bill it 
becomes six months. ~ 

As far as conferring legal immunity upon trade unions 
is concerned, the new Bill does no more than return to the 








members for offences not immediately ascertainable 
scarcely accords with modern ideals of natural justice. 

This year’s annual meeting is to be held at Chartered ` 
Accountants’ Hall on June 4th at 11 a.m., and will be 
reported in The Accountant for June 6th. The President’s 
Statement, together with substantial extracts from the 
annual report and the accounts, are reproduced on other 
pages of this issue. 


situation as it existed before the passage of the Industrial 
Relations Act. The provisions which are substantially 
unchanged relate to protection against action for civil 
conspiracy, the protection of peaceful picketing, and the 
provision in the Industrial Relations Act prohibiting any 
Court from ordering someone to work. 

The abolition of registration introduced by the Industrial 
Relations Act means that the affairs of unions and em- 
ployers’ associations will once again be dealt with by the 
Registry of Friendly Societies. But this will be changed once 
the Conciliation and Arbitration Service is set up as a 
statutory body. To this end the Government is committed 
to introducing a second measure, provisionally called the 
Employment Protection Bill, in the near future. 

The present Bill lays down administrative and accounting 
requirements with which all unions and employers’ asso- 
ciations will have to comply. They will accordingly have to 
keep proper accounts and appoint qualified auditors, as 
well as to send annual returns and copies of their accounts 
to the Registrar of Friendly Societies. Copies of their rules 
must be made available to any person on request and such 
bodies must have their superannuation schemes for mem- 
bers subjected to qualified examination. EE, 

Perhaps the most contentious provisions of the Bill relate 
to the return to the pre-1971 situation, as far as immunity 
is concerned, for persons inducing breaches of contract of 
employment in contemplation or furtherance of a trade 
dispute. 

It will be surprising indeed if the new Bill does not 
attract a good deal of critical comment, not so much on its 
specific provisions, but in respect of the attitude of the 
trade unions which have for all practical purposes dictated 
its contents. 

The vast majority of citizens have no wish to indulge in 
what has been described as ‘union-bashing’, but there are 
many who doubt whether organizations with the tremen- 
dous power of coercing both the community and govern- 
ment, should retain untrammelled the powers accorded 
them in an earlier age when conditions were so very 
different. 








Provisional Standard on 
Accounting for Inflation 


ee week’s Provisional Statement 
of Standard Accounting Practice on 
accounting for changes in the purchas- 
ing power of money (SSAP7) lacks the 
sanctions associated with earlier 
SSAPs; in particular, departures from 
its recommended procedures need not 
be disclosed in annual accounts, nor 
are auditors obliged to refer in their 
reports to any such departures. 

The ASSC member bodies — the 
three Chartered Institutes, the Associa- 
tion of Certified Accountants and 
ICMA — have nevertheless strongly 
recommended its adoption as soon as 
possible, and express their confidence 
that ‘the procedures outlined in this 
statement will receive substantial sup- 
port from major companies’. 

Speaking at the launching of the 
statement this week, the ASSC chair- 
man, Sir Ronald Leach, C.B.E., F.C.A., 
traced the history of inflation ac- 
counting from 1952. The present 
statement, he said, was the fruit of a 
long period of gestation and the fullest 
opportunity for debate and discussion ; 
no one could say that it was a hurried 
document. But for the belated appoint- 
ment of the Sandilands Committee, 
the ASSC would have been in a 
position to issue a definitive standard 
on inflation accounting six months ago. 

‘However’, Sir Ronald added, ‘we 


accountants are not so good as are 
certain other people in provoking 
confrontations with government!’ 
Since publication of the discussion 
paper Inflation and Accounts in 1971, 
and the subsequent exposure draft 
ED8 (The Accountant, September 2nd, 
1971, and January 18th, 1973), debate 
has largely shifted from ‘whether’ to 
‘how’. Apart from the accountancy 
profession’s representatives, other in- 
fluential bodies immediately concerned 
with financial reporting have recog- 
nized the need for some form of 
inflation-adjusted accounting, includ- 
ing in particular the CBI, The Stock 
Exchange and the Society of Invest- 
ment Analysts. Mr E. Kenneth Wright, 
MA, F.C.A., President of The In- 
stitute of Chartered Accountants in 
England and Wales, has welcomed the 
provisional standard as ‘the most 
important advance in accounting in 
our generation—indeed, inour lifetime’. 
The experience of those companies 
who have participated in the ‘field 
trials’ underlying ED8, or who have 
published supplementary inflation- 


adjusted statements on a voluntary 
basis during the past year, suggests 
that the necessary adjustments, once 
the initial nettle has been grasped, 
are not an unduly burdensome or 
time-consuming exercise. 





SS 


Sir Ronald Leach, flanked by Sir William Slimmings, C BE CA (/eft) 


£g 


and Mr D. S. Morpeth, 


T.D., B.Com., F.C.A., discusses the background to the new provisional standard. 































































Some observers, led by the inves 
ment analysts, are reluctant — wh 
accepting the need for inflation ae 
counting in principle — to follow th 
ASSC’s preference for the current 
purchasing power basis, and hav 
argued strongly and persuasively fo 
other methods, principally replace 
ment cost. This term, in the view of th 
ASSC, indicates ‘not a single wel 
defined technique, but rather a famil 
of techniques’ which are not themselve 
mutually exclusive of CPP adjust 
ments; further, replacement costs ma 
and do fluctuate for other reasons no: 
directly related to inflation. 

In the explanatory notes to the oe 
standard, the ASSC has specificalh 
dealt with the objection that inflati 
ary gains on long-term debt should 
be shown as profit. This argument, i 
contends, ‘confuses the measurern 
of profitability with the measuremen: 
of liquidity . . . moreover, it is incon- 
sistent to exclude such gains when 
profit has been debited with the cost o 
borrowing (which must be assumed t 
reflect anticipation of inflation by th 
lender during the currency of th 
loan) and with depreciation on th 
converted cost of fixed assets’. 

‘The statement is reproduced in ful 
(apart from its appendices 1 to 3) o 
other pages of this issue. It include 
as Appendix 4, an index of consumer 
prices over the period 1914~1973, with 
January 1974 taken as the reference 
point of 100; in this respect it diffe 
from an earlier ASSC index publishe 
in The Accountant for December 
20/27th, 1973, which, while prepared 
on the same underlying bases, was 
related to January 1962 as 100. i 


Investment Analysts 
Favour Replacement 
Cost 


RITTEN evidence to the Sandi- 

lands Committee from Th 
Society of Investment Analysts urges 
the adoption of inflation adjustments 
to company accounts. During periods 
of inflation, it is said, there is a danger 
under normal historic accounting prac- 
tices of overstating distributable 
profits. 2 
‘However, before choosing the ap- 
propriate method it is necessary to 
decide on the primary aid of inflation. 
accounting. Since companies are nor- 












concern basis, the principal purpose of 
nflation adjustments should be to 
how whether or not a company is 
maintaining its physical capital. 

‘If this aim is accepted, the most 
appropriate method will be some form 
f replacement cost accounting. The 
urrent purchasing power method 
sroposed by the ASSC appears to be 
esigned to show if shareholders’ 
pital is maintaining its purchasing 
ower. The Society feels that this is a 


mally assumed to be run on a going 


‘misplaced concern which will lead to 


results of doubtful usefulness. It may 
give rise to misleading comparisons 
between companies and may still leave 
some companies making inadequate 
provisions for the maintenance of 
capital.’ 

Although more difficult to apply, 
the replacement cost method makes 
use of specific data and gives informa- 
tion which, in the Society’s view, will 
be of more practical use to both 
management and shareholders. 


























T a reception held in The County 
Hall, London, last week, with Mr 
xeoffrey Seaton, Deputy Chairman of 
ne Greater London Council as host, 
ind in the presence of the President, 
Mr Frank Stanyard, and members of 
London Chapter of the Institute of 
nternal Auditors, the Comptroller 
nd - Auditor-General, Sir David 
'itblado, K.C.B., C.B.0., was presented 
th a certificate of honorary member- 
ip of the Institute. 
Expressing his appreciation, Sir 
vid said he welcomed the mark of 
finity and the recognition of his 
fice by the internal auditing pro- 
ession implied in this gesture. The 
xchequer and Audit Department had 
n ancient history in the government 
ervices and, he said, they were pioneers 
of the concepts formalized by the In- 
stitute, in going beyond mere regu- 
ation and propriety into verifying 
value for money, systems audit and 
eviewing procedures. 
` Mr Seaton welcomed the visitors to 
County Hall, and presented a number 
them with their recently instituted 
A (Certified Internal Auditor) certi- 
cates of qualification. In his intro- 
uctöry remarks, Mr Seaton referred 
o the forthcoming international con- 
erence of The Institute of Internal 
ditors to be held in London from 
july 7th to roth (The Accountant, 
March 28th). 
We are informed that registrations 
‘or this first annual conference of the 
nstitute to be held outside North 
America have already been received 
rom 25 different countries. The 
conference theme of ‘Horizons Un- 
limited’ is intended to cover not-only 


‘Internal Auditors Honour 
Auditor-General 


industry and commerce, but all sectors 
of endeavour including central and 
local government, utilities and edu- 
cation. 

Registration is open to non-members 
and an impressive programme of sub- 
jects and speakers has been arranged, 
It should also interest those unable to 
commit themselves for the whole 
conference to know that partial regis- 
tration for specific sessions is 
welcomed. 

Copies of the conference brochure 
and other information are available 
from the organizing committee chair- 
man, Mr Gordon Trew, Legal and 
General Assurance Society Ltd, 11 
Queen Victoria Street, London EC4N 
AIP. 


The Comptroller and Auditor-General, Sir 
David Pitblado (/eft) receiving a certificate 
of Honorary Membership of the Institute of 
Internal Auditors and an illuminated address 
from Mr Geoffrey Seaton, Deputy Chairman 
of the G.L.C., at The County Hall. 





Bow Group Pamphlet 


Endorses ED8 


E adoption of general 
purchasing power as the unit of 
measure in published accounts, as 
recommended by the Accounting 
Standards Steering Committee, its 
upheld by the Bow Group in the course 
of a submission to the Sandilands 
Committee. Use of the current 
general purchasing power unit of 
measure, it is said, ‘should be required 
in the published accounts of all 
companies quoted on recognized stock 
exchanges and in the accounts of 
the nationalized industries for ac- 
counting periods commencing after 
January ist, 1975; and should be 
required in the published accounts of 
all companies with net assets in excess 
of £100,000 or sales in excess of £1 
million, measured in terms of his- 
torical money values, for accounting 
periods commencing after January 
Ist, 1978’. 

Inflation Accounting, by Richard 
Simmons, B.SC.(ECON.), A.C.A., is pub- 
lished by the Bow Group, 240 High 
Holborn, London WCrV 7DT, price 
40p. Bow Group pamphlets, it is 
pointed out, ‘do not purport to 
represent the collective view of the 
Group nor, of course, any official party 
view’. 


Reserve Pension 
Scheme Scrapped 


Wit the announcement by Mrs 
Barbara Castle last week that 
the Government had decided to 
abandon the reserve pension scheme 
due to have come into operation next 
April under the Social Security Act 
1973, the most immediate consequence 
for employers is that they are now 
relieved of the need to make a decision 
about seeking recognition for a private 
scheme exempting them and their 
employees from the obligation to 
contribute to the State scheme. 

Other changes are to go forward in 
April 1975 as planned, and arrange- 
ments will have to be made for pre- 
serving benefit under an employer’s 
own scheme for those who leave his 
service after five years’ pensionable 
service and the age of 26. 

The new basis of financing the 
flat-rate benefits for employees by 
earnings-related contributions by both 
them and their employers will be 















` maintained. Contributions 
collected by deductions through the 
PAYE machinery, so the cards will no 
_ longer have to be stamped for em- 
` ployees. The existing graduated pen- 
sion scheme is to be wound up, 
graduated benefits which have already 
accrued being payable in due course. 

As a consequence of the increase in 
flat-rate benefits under the National 
Insurance Bill, at present before 
Parliament, contributions will be in- 
creased. Employees will be charged 5} 
per cent of earnings up to one and a 
half times. the national average, in- 
stead of 5} per cent; while employers 
are likely to have to pay 1} per cent 
more than the 7} per cent for which 
the 1973 Act provided. 

Mrs Castle promised a White Paper 
‘as soon as possible’ about the Govern- 
ment’s own long-term pension pro- 
posals, and expressed the hope that 
legislation would be introduced in the 
next session of Parliament to give 
effect to these proposals. 


Accountant MP 
Blames Somerset House 


FFORTS by the accountancy pro- 
fession to convince the Inland 
Revenue of some of the barriers which 
had been created to ‘normal com- 
mercial transactions’ by the complex 
provisions of successive Finance Acts 
had produced very little fruit, Mr 
Neville Trotter, B.COM., F.C.A., M.P. 
(Tynemouth, Con.) said last week. 
Making his maiden speech on the 
. Second Reading of the Finance Bill, 
he said ‘Members of my profession 
` really do not welcome complex legis- 
lation. Much time is wasted by ac- 
- countants and businessmen which 
would be better spent on running 
business. 

‘At present, the system does not 
enable the technical points raised 
every year to be properly considered. 
There is need for a Royal Commission 
to review the technical aspects of our 
most complex and comprehensive tax 
legislation; and only thus may we 
break through the stone wall of 
Somerset House.’ 

“In the course of his speech, Mr 
Trotter contrasted the {£2 million 
potential yield of confiscatory taxation 
on the highest incomes with the £260 
million subsidy necessary to reduce 
the price of milk by one penny a pint. 












will be 








It was ridiculous, he said, to suggest 
that the poor could be helped by 
soaking the rich. He also condemned 
as ‘scandalous’ the taxation, as un- 
earned income of a divorced mother, 
of maintenance awarded under a 
Court order for her children. 


Eastern Outpost 
EPRESENTATION of the firm of 
Arthur Andersen & Co in the 

Soviet Union, forecast in The 

Accountant of June 14th, 1973, is now 





an established fact. Talks have take: 
place over the past 18 months betwee 
the Soviet authorities and Mr Harve 
E. Kapnick, chairman of the American 
based firm, culniinating in an agree 
ment signed last May between Arthu 
Andersen & Co and the Soviet 
government for ‘co-operation and th 
exchange of technological knowledge 
in various fields’. Ha 

The resident partner in Moscow will 
be Mr George Kaiser, who move 
from the Milwaukee office of the firm. 

























A Quarter-century in Office 


ONDON chartered accountants are 

to have a new Secretary this week. 
As mentioned in The Accountant for 
April 11th, Mr J. Wilbur G. Cocke, 
T.D., M.A., F.C.A., is to retire from office 
at the Society’s annual meeting on 
May 16th, after more than a quarter of 
a century of service. 

London members of the Institute 
did not acquire their own organiza- 
tion until 1942, and for the next five 
years the Secretary of the Institute 
was also de facto London secretary. 
However, in 1947 Wilbur Cocke was 
established in office as the Society’s 
first, and hitherto only, permanent 
Secretary — with, as he recalled last 
week, ‘two thousand members, one 
file, and an honorarium of £200 a 
year’. He was interested to discover, 
at this point, that his father had been 
an active participant in the old 
1921 ‘London Members’ Committee’. 

It would be tempting to credit him 
with much of the subsequent de- 
velopment of ‘LDS’ from these rudi- 
mentary beginnings to its present 
status as the Institute’s largest inde- 
pendent district society, with a 
membership rivalling the total strength 
of any other recognized UK body of 
accountants. Wilbur Cocke, however, 
firmly denies any such distinction; 
moreover, he is a man of decided 
views on the respective responsibilities 
of elected representatives and execu- 
tive officers. 

Speaking to The Accountant last 
week, he declared: ‘I am an ad- 
ministrator; the policy of the Society 
is decided by its committee. My 
function has simply been to run the 
Society on the scale which the com- 
mittee decides.’ 































Mr Cocke is a conspicuous example 
of the professional man who belie 
in playing his full role in community 
affairs. In addition to the calls of the 
LDS and of his own practice, he is 
currently in his second term of office 


as Chairman of the Conservators o 
Wimbledon Common; he is aan a 
vice-president and past treasurer of his 
local amenity society. 

Since his retirement from the 
Territorial Army in 1957, he has been 
an active member of the City 
London Special Constabulary. In thi 
capacity, he admits to having be 
really alarmed during a rowdy demo 
stration in Fleet Street some three 
years ago; but ‘fortunately, the leader: 
had gone past me before they realized 
they’d got a copper to shout at’. 

He spoke also of the friendly 
relationship which has existed between 
LDS and The Accountant; it had been 
a great help to him in his work, 
said, to have such a reliable channel 0: 
communication available. 










Subscriptions 


"THE Commissioners of Customs 
and Excise, it has been announced, 
do not intend to appeal against the 
lecision of the Divisional Court in the 
Automobile Association case (The Ac- 
ountant, March 21st). In consequence 
lubs, associations and societies regis- 










tered for VAT which provide mem- 
bers with books, pamphlets or similar 
literature zero-rated under group 3 
of Schedule 4 to the Finance Act 1972 
as one of the benefits to be gained from 
payment of the subscription may 
apportion their subscriptions between 
the zero-rated literature and the other 
standard-rated supplies. 

One practical method which would 



























YROTESTS at the impending re- 
moval of the bulk work of the 
ompanies Registration Office to 
Cardiff had largely overlooked the 
major public search facilities that 
would be retained in London, the 
tegistrar of Companies, Mr R. W. 
Westley, said recently. 
Writing in the DTT’s weekly publi- 
tion Trade and Industry, Mr Westley 
es it clear that the choice of 
microfiche for making company in- 
ormation available to the public was 
ched some years ago, at a time 
en the possibility of removing the 
office from London was not an issue. 
-addition to relieving the problems 
physical handling, a microfiche 
stem would protect the original 
locuments (some of them over 100 
ars old) from accidental damage, 
facement or theft; and (since the 
les themselves could be stored else- 
ere) would relieve overcrowding. 


Cardiff on a site between New 
Alex Gordon and Partners. 









An architect's model of the new Companies: Registration Office now under construction in 
and Road and Crown Road. The architects are Messrs 


Companies House and Cardiff 


Information available on microfiche 
to searchers — in London and in 
Cardiff — will be the complete file, 
with the exception of annual returns 
and accounts earlier than the last 
three received; and changes of directors 
and secretaries, and of registered office 
addresses, more than seven years old. 
Once the move to Cardiff has been 
completed, the Registrar plans to 
introduce a further contract service 
under which an inquirer who needs 
regularly to search the file of a given 
company may have an updated fiche 
sent to him at the same time as copies 
are made for the public search room. 

It has already been confirmed (The 
Accountant, April 25th) that certain 
categories of time-sensitive documents 
may be presented for filing either in 
London or in Cardiff. Outside these 
categories, the Registrar points out 
that between 50 and go per cent of 
documents already arrive by post. 








generally be acceptable to Customs and 
Excise would be to apportion the total 
subscription according to the cost to 
the club of providing the supply of 
zero-rated literature and standard- 
rated elements. 

There would be no objection if a 
club should find it convenient to base 
its calculations consistently on the 
accounts for its last financial year. If 
an organization considers that another 
method is appropriate, it should make 
its proposals for apportionment, sup- 
ported by relevant documents, to its 
local VAT office. In any case where the 
value of the zero-rated literature is 
50 per cent or more of subscription 
income, or exceeds £5,000 a year, the 
organization is invited to inform its 
local VAT office. 

Apportionment may be made from 
April ist, 1973. If an organization 
intends to claim adjustment for periods 
for which returns have already been 
made, it should calculate the amount 
of tax over-declared for each period 
and send the claim to the local VAT 
office, explaining also the basis of the 
proposed apportionment. 


Matters of Course 


NUMBER of interesting develop- 
ments are foreshadowed in the 
1973 report of the English Institute’s 
Courses Committee, which was pub- 
lished recently. These include dis- 
cussions at secretariat level with 
representatives of non-accounting pro- 
fessional bodies ‘to review areas of 
common interest, and to consider 
ways in which the best use may be 
made of each other’s expertise and 
resources’; and ways in which the 
Institute could usefully contribute to 
the education of trade union officials 
in the interpretation of accounts. 
Among recent additions to the reper- 
toire is a series of standard courses in 
the principal divisions of taxation — 
capital gains, corporation tax, estate 
duty, personal taxation, and general 
updating — which would meet mem- 
bers’ needs for a good basic knowledge 
of the subject. The first of these was 
inaugurated in 1973, and work is in 
hand for presentation of the remaining 
four this year. 

Full details of the Institute’s courses 
diary to May 1975 are available from 
the Courses Director, Mr E. E Hunt, 
at Chartered Accountants’ Hall, Moor- 
gate Place, London EC2 (01-628 7060). 










Development Gains 
_ Explained 
<= A_NINE-PAGE statement issued by 
the Inland Revenue gives a synop- 
sis of the new charge on development 
¿ gains. This is an extension of the 
existing capital gains tax system so 
that when a chargeable gain arising on 
a disposal of land has been ascertained, 
it is divided into the development gain 
taxed as income and the remainder 
dealt with under the old rules. 
` On a first letting of a building 
: following material development, all 
-= the holders of an interest in the 
property will be deemed to have 
effected a disposal at market value. 








This disposal will be deemed to occur’ 


on the later of the dates on which 
more than one-quarter of the building 
becomes let or occupied or the date 
on which it is substantially completed. 


A Century Ago 
The Accountant 


DECEMBER, 1874 


A legal contemporary has discovered 
the appended advertisement, which it 
quotes with the following comment :— 

= | “Here is another attempt to deceive 

| the public. We will supply all informa- 

tion to any society which can see its 
“way to'a prosecution.” 

““LEGAL ASSISTANCE.——Messrs. : 
Legal Agents and Accountants, are 
prepared to carry out and conduct 
liquidations and arrangements with 
creditors: upon reasonable terms, with- 
out publicity, bankruptcy, or suspension 
of business. Also all actions and execu- 
tions, whether, in the Superior or 
County Courts, immediately stayed by 
injunction. Chancery, divorce, probate 
suits, wills proved, and common law 

actions conducted with dispatch, and 
County Courts attended. Wills, leases, 
assignments, and agreements prepared. 
Money advanced on mortgage, re- 
versions, bills of sale, etc., and debts 
collected at 5 per cent. interest.— 
Apply to (name of firm and address)’.”’ 

Our contemporary has our entire 
sympathy in its efforts to expose 
cases of this kind. Probably, if the 
facts could be investigated, the ad- 
vertisers would be found to possess 
as little right to be considered ac- 
countants, as ability to give “legal 
assistance.” Assuming, however, that 
they have some claim to the title 
“accountants,” we are sure that all 
tespectable members of the body will 
be with us in repudiating ` such 
mongrelism. 











No liability attaches to interests below 
certain values or where there is 
occupation for five years. 

Attention is directed to the ar- 
rangements whereby roll-over relief 
may be claimed in respect of a de- 
velopment gain to the extent that it 
was reinvested in replacement assets 
acquired before December 18th, 1973. 
Relief is also available where a 
written agreement to acquire the 
assets was drawn up before that date 
and an enforceable contract, on terms 
not materially different from those 
contemplated, is subsequently en- 
tered into within the roll-over relief 
time limit. 

A disposal of shares by a share- 
holder with a material interest in a 
close land-owning company is treated 
as a disposal of land to the extent that 
the company itself is potentially liable 
to development gain. For close com- 
panies the 5 per cent nexus marks a 
material interest, but the extension of 
this rule to companies protected 
from close status merely because 
there is 35 per cent or more public 
participation or because a company is 
a subsidiary of a non-close company, 
is accompanied by a more lenient 
15 per cent nexus rule except for 
directors and their associates. 

An important modification is made 
to the rule which denies the right 
to ‘time-apportionment’ of a gain 
reflecting development value. The re- 
quirement to base the computation on 
value at April 6th, 1965, will now 
apply if the disposal proceeds exceed 
the current use value at the time of 
disposal or if there has been material 
development of the land since Decem- 
ber 17th, 1973, by the person making 
the disposal. 


Savings Movement Calls 
for Control of Inflation 


ROSION of the value of savings 

by inflation, to the point of in- 
validating the services of the National 
Savings Movement, formed the pri- 
mary topic of debate at this year’s 
annual assembly of the Movement, 
held in Scarborough last week-end. In 
a strongly-worded speech, its Presi- 
dent, Sir Robert Bellinger, G.B.E., a 
former Lord Mayor of London, 


attacked the ‘unprecedented circum- 
stances’ under which National Savings 
had been operating during the past 








would be ‘failing in its duty to. 
mem 
there 


year; the widespread criticism of i 
securities by the news media; an 
delay in taking any action on th 
recommendations of the Page Report 

Sir Robert was speaking at the open 
ing session, which also included ` 
debate on a motion expressing beli 
in ‘the continuing need for the pro 
motion of personal savings and mon: 
management teaching’; and cal 
upon the Government ‘to take. 
possible measures to control (mate 
or to protect the purchasing power o 
investors’ savings’. 2 

Financial results of the Nationa 
Savings Movement for 1973-74 W 
the worst for several years, develo 
ments in the fixed interest marke 
having made its securities relativel 
less attractive. It is hoped that imple 
mentation of the measures announe: 
by the Chancellor of the Excheque 
in this year’s Budget will boost th 
1974-75 experience. 




































Chartered Secretaries ` 
Renew EEC Approach 


T concept of the professiona 
administrator is ‘virtually ` ui 
known on the continent of Euro 
Mr Philip Guilford, Deputy Secretary 
of the Institute of Chartered Secre 
taries and Administrators, claime 
recently. A four-man delegation o 
the ICSA, headed by Mr Alfre 
Purse, LL.B., F.C.I.S., a Past-President 
is to visit Brussels later this year fo 
discussion of company law harmoniza 
tion with officials of the EEC. S 

One aspect of their discussions, it i 
anticipated, will be the concept of thi 
company secretary whose responsi 
bilities are not bounded by the pre 
paration of agendas and minutes, bu 
who acts as a key central administrato: 
and co-ordinator. "Te 

The Institute, which has no direc 
counterpart among European pro 
fessional federations, has establish 
its own representative in Brussels, anc 
has set up a specialist committee t 
examine EEC draft directives an 
other relevant documents. What goes 
on at EEC headquarters, it has been 
stated, is of considerable importance 
to the business community in the UK, 
and the Institute considers that i 





bers if it did not represent them 








hare Schemes Anomaly 
AJOR industrial companies, it 
V 4seems clear, are determined to go 
1ead with employee share schemes in 
ne hope that the prospective penalty 
T clause 13 of the Finance Bill will 
e removed. 

_ As capital gains tax stands at present, 
nyone is entitled to sell £500 of shares 
t he already owns in any year, free 
f tax; but under the proposed new 
-gislation, if he saves through a 
uilding sqciety and then exercises his 
ption under an employee share 
sheme, he will have to pay income tax 












on any gain. Thus the inheritor of 
shares is in a more favourable tax 
position than the employee who has 
saved his money and who works for a 
successful enterprise. 

Representations to the Inland 
Revenue from the Wider Share 
Ownership Council have urged an 
amendment to the Finance Bill putting 
the share-scheme employee on the 
same footing as the inheritor of shares 
~i.e., making both eligible to sell {500 
of shares a year free of income tax 
and capital gains tax. Mr RS 
Wainwright, M.A., F.C.A., M.P., is a 
deputy chairman of the Council. 







Liquidator Sues 
for £194,000 


Ce for a total of £194,000 
have been made by the liquidator 
of the now-defunct Rolls Razor wash- 
ing machine company, Mr Kenneth 
Cork, F.c.a., against Mr John Bloom 
and his wife, Anne. The money is the 
balance of a sum of £252,000 said 
to be due under an agreement of June 
1971, of which Mr Bloom has paid 
only two instalments. 

Alternatively, the liquidator’s writ 
is seeking damages for breach of this 
agreement, with interest. 




































HIS IS MY LIFE 


Dirk and Claymore 


by An Industrious Accountant 


COTTY sat down thoughtfully and then came out with 
staggering statement. Our pension scheme, he said 
y, was a bit of a swindle. 

The said scheme has been my own personal ewe lamb 
yr years past, so I gave him an icy glare, which un- 
tunately had no effect at all. He’d been damn glad to join 
once, I retorted, and a heck of a lot of chaps had lived 
ell off it in our time; what was he grumbling about? 
Just a matter of benefits, he said. Half a dozen or so of 
pals, widowers like himself with their children grown 
up and departed, were startled by the meagre sums the 
heme would ultimately give them. 

ensions of two-thirds of final salary at 65, I reassured 
, but he shrugged it off. Just a matter of figures at that 
ge, he said; he’d been sit them out, and they were 
eal stinkers. Just look here . 

He'd been contributing 5 per cent of his salary as his 
for all these years; assuming it had at least earned 
an average 6 per cent return, it amounted to so much. Add 
some capital appreciation presumably picked up by the 
d during the equity booms of a few years ago, and his 
sntitlement could have risen to this bigger figure, see? A 
dy little sum, ye’ll ken! 

‘How much had the company put in during the same 
years, Scotty demanded. We both knew the pro-rated 
contribution, which was substantially more than the staff’s 
5 per cent. 

Well then, argued the sales manager, escalate it on much 
the same basis as his own share, give or take 10 per cent 
or so, and we get this other sum. Agreed? 

I agreed, and he added the two amounts together and sat 
back. There was his entitlement today, he said; but just 





supposing he died a week after his retirement, what sum 
would accrue to his estate? How much could his executor 
claim? 

It was laid out clearly in our pension booklet. His 
estate would get his own personal contributions back, plus 
a modest addition for low-rate interest. Just that; no more. 

That’s why his pals were muttering, he growled. All the | 
company’s contributions on their behalf would be grabbed ` 
back by the fund. That was inequitable! 

I cut in to explain that actuarial averages assumed a 
proportion of such cases, but balanced them against the 
nonagenarians who drew full pensions, or the widows 
with several children who were all supported in their 
helpless years. It was swings and roundabouts, gains and 
losses. 

It was the widowers who bore the losses, he said grimly; 
not that he begrudged the bairns their subsistence, but 
something was wrong and badly wrong. His pals would 
want a better explanation — with accurate figures. 



















with the Report and Accounts for 197. e 


The annual report and accounts of The Institute of Chartered Accountants in England and Wales have recently bee: 
distributed to members. The accompanying statement of the President, Mr E. Kenneth Wright, M.A., F.c.g., togeth 
with extracts from the report and accounts which are to be presented to the annual meeting on June 4th, are reproduces 


below. 


What should we be trying to do? A pro- 
fessional institute is the trustee of the 
body of knowledge and of art built up 
- by common effort over the years. It 
should seek to improve the skills and to 
set.the standards to which its members 
work, to pass them on to new entrants 
of the right quality and to encourage 
existing members to keep their technical 
competence highly polished. It will set 
a standard of professional conduct which 
governs the relations of its members with 
clients, colleagues, and the public. It 
.. will co-operate, so far as is relevant to its 
work, with Government and other public 
agencies and with allied professional 
bodies. It will seek'to provide the frame- 
work within which the profession and its 
‘members can progress. 

To the extent to which these efforts 
succeed, the public interest will be safe- 
pian the good standing of the pro- 

ssion will be enhanced and the needs of 
its members will be met. 

I believe that there will be agreement 
that our Institute is presently working to 
policies which satisfy these criteria. I 
make no claim to perfection and there is 
still much to be done — there always will 
be. But the evidence of the activities 
described. in the annual report coupled 
with our programme for the future is 
reassuring. 


A democratic Institute 


The role of the Council is to create the 
environment within which the profession 
can develop. Ultimate success will de- 
pend on the ability of the Council to 
persuade its constituents that the policies 
it proposes are right and appropriate. In 
1973 the Institute became an overt 
democracy; with 56,000 members some 
inevitably feel remote, even alienated. 
This may apply particularly to the mem- 
bers who are not on the practising side, 
who now make up more than half the 
total, and to the recently qualified, of 
. whom again nearly half are 36 or under. 





The Institute of Chartered Accountants in England and Wale: 





The President 
Mr E Kenneth Wright, M.A., F.C.A. 


This need to win acceptance of proposed 
policies and these astonishing statistics 
underline the importance of the change in 
the style of leadership which has been 
taking place in recent years which can 
loosely be called open government. 

Discussion and understanding of 
proposed policies is encouraged ~ the 
thinking on education and training, post- 
qualifying education, accounting stan- 
dards and the like is exposed for criticism 
and debate before final decisions are taken. 
I believe that members welcome this 
opportunity of participating in the policy- 
making process and that relations between 
Moorgate Place and the individual 
members are better today than they have 
been for many years past. A little rashly, 
perhaps, I would claim that the Institute 
is now more than ever governed with the 
consent of its members and with their 
confidence in the leadership. It must be 
the continuing concern of the Council, 
working directly and through the district 
societies, to continue to improve the two- 
way flow of communications. 





President's Statement 




















































Pre-qualification education 


The corner-stone of a profession must b 
the quality of the education and trainin: 
of new members. Two years ago, afte 
long gestation period, the policy fo 
education and training was published 
The necessary approval has been obtain 
and it is now being implemented. Th 
entry qualifications have been raised, th 
foundation courses made mandatory for 
non-graduates, the training record h 
been developed and is likely to becom 
compulsory in 1974, the accreditation o 
principals, supported by training guide 
and courses on ‘How to Train’, is begin 
ning, examination methods and cont 
are being improved, relations with. th 
academic agencies, public and priva 
are much closer. It all adds up to a 
ambitious but realistic and necessa 
programme which will be reflected i 
significant improvement in the quality. c 
our entrants which is needed to mee 
present-day requirements. 
We are well aware that the new policy 
will be burdensome to many practitioners 
on whom lies much responsibility for 
educating our 19,000 students. Th 
difficulties will be particularly great in th 
transitional stages and the policy will be 
implemented with sympathy and under 
standing — but there can be no doubt 
about the need. 


Students 


The progress that is being made with the 
education and training programme h; 
contributed to the welcome improvement 
in relations with students, which i 
referred to in the annual report, M 
prospective entrants want to play the: 
part in the development of our educational 
processes. I hope their principals wi 
encourage constructive involvement an 
that the district societies and individua 
members will help the student societ 
to make 2 a worth-while contributio: 










































: nuing educat ion 
and professional competence 


s a truism that professional men have 
a responsibility to their clients and 
employers.to keep their technical ahitity 
date, The need has never been 
eater than today: the speed of change 
makes intellectual obsolescence a real 
ger. The maintenance of high stan- 
ards of professional competence must 
e.a major concern for an Institute such 
as ours. 

A great deal is being done to en- 
rage members to continue their 
ucation after first qualifying. Economic 
ecessity and self-help are the prime 
overs. Support is lent by the courses 
provided by the Institute and the district 
societies. The Institute itself has plans 
for at least 100 in 1974 and more will be 
arranged if there is a demand. 

_ The programme for publications is 
being expanded (sales in 1973 exceeded 
140,000) and we hope that major 
evelopments will take place in the next 
years ~ the written word is an 
ficient and economical way of imparting 
owledge. 

A further stimulus will come from the 
ost-qualification examination proposals 
ch were approved by the members 
t June. These proposals provide that 
embers. admitted after June 1978 
e to complete, successfully, a pro- 
ramme of further study before becoming 


ractice organization 


On the practising side, the trend for more 
an a.decade has been the growth in the 
ze of the firm, whether through internal 
expansion or through mergers. This 
trend, which has paralleled the growth 
of the industrial and commercial com- 
nity we serve, has great advantages; 
specialization, in-house training, geo- 
‘aphical spread, the resources which 
make possible an invaluable contribution 
to the work of the Institute. Against 
se there are dis-economies of size 
and the tendency for the loss of the 
timate partner and staff relationships 
which characterize many smaller pro- 
fessional offices. 
“here remain many small or medium- 
ized: partnerships. Some of them are 
cerned about their future — about 
eir ability to provide an increasingly 
complex range of services and to meet 
the new requirements for education and 
training. I believe that such firms, 
provided they remain efficient and operate 
within the bounds of their capabilities, 
have a valuable part to play in our 
rofession. They are of good standing 
‘with their local financial and com- 
mercial’ community, they ‘enjoy the 








confidence of their clients, they. meet 
real needs. 

It is to help all practitioners, but 
perhaps these smaller firms in particular, 


‘that a considerable part of the Institute’s 


effort is devoted to encouraging members 
to improve their own organizations. The 
14 booklets in the Practice Administration 
Series together make up a manual of 
over 400 pages; most of them have been 
revised recently, often fundamentally, 
and should be re-read by any practitioner 
who is not entirely complacent about 
his own firm’s ediciency. They are 
complemented by a residential course. 

The fact that over 1,000 firms again 
found it worth while to take part in the 
interfirm comparison exercise recognizes 
the value that members find in measuring 
their performance against that of firms of 
similar size. 


The industrial accountant 


Much of what has already been said 
applies equally to our members who are 
not on the practising side. But we 
recognize that they have special problems. 
They are often isolated, their occupations 
are diverse and often outside the main 
stream of the Institute’s work and there 
may sometimes be a conflict between the 
interest of their employers and that of the 
profession. 

It is of vital importance that industrial 
members should look upon the Institute 
as their Institute. A large number of 
them do so already and play an invaluable 
part in Council and district society affairs. 
Much more participation, however, is 
needed. Moorgate Place and the district 
societies are doing what they can. I ask 
the well-disposed individual industrial 
member to consider what he personally 
can do to further the interests of his 
own prcfession. 


Accounting standards 


There is a widespread belief among the 
public that accounting is an exact science. 
We know that this opinion is mistaken 
and that a true and fair view of the 
financial operations of a business must 
depend on judgements of value which can 
often, quite properly, be arrived at on 
different assumptions. This is a difficult 
concept for the layman to understand 
which sometimes tends to undermine 
the credibility of our work. 

We are, therefore, much concerned at 
the present time to define the policies 
and the standard to which we work and to 
disclose those that have been adopted. 
This is the object of the Accounting 
Standards Steering Committee. The 
work goes forward steadily; many are 
impatient that results are not emerging 
more quickly. 


We understand this impatience but 
believe that the methods adopted are 
right. It would be easy for a small com- 
mittee to promulgate standards dog- 
matically but it is doubtful whether they 
would command acceptance and authority. 
Rather the ASSC is working through the 
painstaking process of exposure . and 
public discussion and debate to arrive at 
standards which represent a consensus 
of view and are respected because of the 
impelling logic of the arguments on 
which they are based. 

We in Britain are not alone in working 
on accounting standards. Many other 
countries and overseas groupings, in- 
cluding the International Accounting 
Standards Committee which was estab- 
lished in London last June, are engaged 
in a similar endeavour. 


Inflation accounting 


The provisional standard. of current 
purchasing power accounting which I 
hope will shortly be issued is a develop- 
ment of the greatest practical importance. 
Many efforts have been made over the 
past quarter of a century, in this country 
and abroad, to find an acceptable solution. 
With the continuance of world-wide 
inflation at anything like the present rate. 
accounts prepared on the basis of historic 
cost, without the addition of price level 
adjustments, have lost the greater part of 
their utility. 

The standard will be provisional only 
because of the government committee 
which was set up to consider the wider 
implications. Nevertheless we expect and 
hope that it will be widely adopted not- 
withstanding that it cannot be anticipated 
that the conclusions .disclosed will- be 
welcome or popular. Much pioneer work 
has already been done and it has been ` 
found that the preparation of accounts on 
this adjusted basis is not unduly onerous. 

Although the immediate impact of the 
provisional standard will be on business 
accounts the concept of index linked 
adjustments is vital to every area in which 
financial judgements are required; pen- 
sions, threshold levels for taxation and 
estate duty, even Institute subscriptions! 
We all have much hard thinking to do 
about how those we advise, and we our- 
selves, can live with inflation. 


Relations with other bodies 


A profession is not an-island, entire of 
itself. It must operate in a complex of 
relationships with other agencies’ which | 
have parallel or overlapping interests. In 
many areas we enjoy such associations 
and they are being constantly strengthened 
and improved. We have close. contacts 
with a number of government depart- 
ments, notably the Revenue and (he 
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_ Department of Trade and ideas and 
‘find valuable the consultations which 
take place on fiscal and company law. 
matters arid the “opportunity to make 
representations when changes in. legis- 
lation are proposed. We were particularly 
. glad to -have the Governments., re- 
affirmation of-its belief that, subject. tó 
certain basic statutory regulations the 
formulation of detailed accounting stan- 
dards is a matter on which professional 
accounting bodies should have a chief say. 

We welcome, too, the ‘Government’s 
acceptance of the’ recommendations in 
the Melville/Burney report that there 


should be much greater involvement by’ 


qualified ‘accountants in the decision- 
making areas ‘of the Civil Service and we 
‘look forward to the appointment of the 
first Head of the Profession which is 
contemplated, , 


We value our connection with many. 


“national bodies, with the Bank of 
England, the Stock Exchange, the City 
Panel and. our sister professions. The 
commercial and financial life of the 
“country benefits from the interchange of 
ideas and opinions between its constituent 
members. 

We work. well with the other major 
United . Kingdom accounting bodies. 


Despite the failure of the proposals for; 
_ the complete integration of the pro- 


fession, there has developed a close and 
cordial liaison which enables the indi- 
vidual bodies to speak with a single ` 
voice on matters of common concern 
which meets thé needs of the Government 
‘while at the same time preserving their 
own independence. 
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and those of Ze 


_ representatives of the Institute, for -the 


warmth of welcome we received. on our, 


` overseas visits. ` ` 


In Europe we have had a year of very 
considerable activity: and -have played 
our full part in the entry into the European 
Economic Community. Our membership ` 
of the Groupe d’Etudes, has been fruitful 


.and.it is becoming the accepted voice of ` 


the European profession in its dealings 
with the Common Market Commission. 
_Relations with the Commission, however, 
are not equally happy: we feel that the 
machinery ought to be improved and that 
‘there remains too great a dichotomy 


_, between the’ regulatory institutional ap- 
‘proach of the Continent and the self- . 


“regulatory, pragmatic: approach . of. the | 


United Kingdom. 
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-end of 1974 the: diie of,- EE 
‘will have been made good — in current 
purchasing power terms. To some extent, 
‘unfortunately, the surplus. reflects in- 
„ability to recruit staff for, our technical 
„department: For the most part, however, 


it shows effective financial management 


“coupled with a number of favourable 
developments, for example the reduction 
in the net interest, charge resulting froth 
the high rates obtainable on our surplus 


` cash in the first three quarters of the 


ear. 

Sé It is a matter of great satisfaction that 
_ in 1972, two and a half years before it was 
‘necessary, the £2 million bridging loan 
‘raised to meet the cost of developing 
Chartered Accountants’ Hall was funded. 
It:is most fortunate that we did so — 
. to have been faced with that problem . 


` _ today at present interest rates-would have 


‘Wider responsibilities | 


D 


ment or shareholders. 


` The Institute’s ties with ` overseas . 
` bodies are extensive and productive. 


There is a constant interchange of ideas 


. and information which underwrites our , 


standing ae a-world profession. I take 
this EE -of expressing’ my 


The - areas in which our profession 
operates are. constantly changing. Today . 


‘there is much inquiry into the wider - 
responsibilitiés of company management ` 


‘and owners. Fuller disclosure is called : 
for, the fiduciary dities of directors are in ` 


question, employee participation in man- - 


agement is, a live issue, the impact of 


businesses on ecology and on ‘the en-., 


vironment is coming: under examination, , 
the protection of the consumer demands : 
attention. In all these matters chartered 
‘accountants are increasingly involved 


financial advisers, members of manage- 
\ D 


The Institute 


‘Financially, as elsewhere, the Institute’ 


has had a satisfactory year. The accounts 
again show a substantial revenue surplus 


‘and our present hopes are that by the. 


Annual Report ` e 


Extracts from the annual report of the Council to be Base at the 


ninety-third annual meeting of the Institute on.Tuesday, June 4th. 
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Institute finances: 
Convential accounts 


The Institute’s pasties are now in a healthy position. The 
accounts for 1973 show a surplus of £246,000-compared to a 
surplus of £231,000 in 1972. No opportunity has been lost to 
increase income from sources other than subscriptions and the 
Council has continued to exercise strict control over expenditure; - 
inflation has had its effect on nearly every item, in particular 
accommodation and office services have been badly hit — rates 
alone increased by £27,000. Nevertheless, the surplus is greater 
than anticipated, largely due to favourable movements on. interest 
rates and failure to recruit. all the necessary technical staff. 


ra. 


our favourable cash flow this has already 
been repaid and, for practical purposes, 
we are now left with only the £750,000 
25-year mortgage loan carrying interest at 
ok per cent, which interest is largely 
: covered by our-rental income. 

It will be seen that an increasing part of ` 
the activities, including courses, publica- 
tions and Chartered Accountants’ Hall, 
facilities, are’ now conducted on a self- 
- financing basis. This enables the Institute 
to limit subscriptions to the’ amount . 


. needed to provide the basic services which < 
' whether as providers of information or as . 


are common to all members. By com- , 
parison with the subscriptions charged by 
other accounting bodies in this country 


` and abroad, this subscription is low and 
~, it is our present hope that it will not be 
. necessary to make any increase in 1975. 


This must necessarily be subject to'a 
review in the autumn of the likely impact ` 
of any further inflation on next year’s 
expenditure. 


Inflation’ accounts 
A supplementary statement based on the current purchasing 


H 
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- power of money is shown on page [627] of this report. 
Accounts prepared under the normal historical cost convention 
have the disadvantage that the yardstick of measurement is not: 
of constant value. To, add, subtract, or compare pounds of ` 
markedly different values can create misleading impressions. The 
objective behind the preparation of the supplementary statement - 
is to restate the conventional accounts of the Institute prepared on 
a historical cost basis in terms of pounds of purchasing power at a d 
single uniform date, namely, December 31st, 1973. The figures ` 
in the conventional accounts have been multiplied by the retail 

. price index at December 31st,1973, and divided by the ‘figure 


aes. 


;, been daunting. Part of the funding was a , 
_ new £500,000 short-term loan; thanks to 
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| 
for thé same index at the date of the original transaction. The 
significant effect of these adjustments on the surplus, subscriptions 
income and borrowings is explained i in the notes to the supple- 
mentary statement. 


Inflation accounting ; 


Significant progress has been made in the profession’s efforts 
towards establishing a“basis for accounting for inflation. The 
Accounting Standards Steering Committee published exposure 
draft No. 8 ‘Accounting for changes in.the purchasing power.of 
money’, on January 17th, 1973. Many comments were received, 
the majority in favour of some form of inflation accounting being 
implemented as soon as possible. ASSC started to prepare a 
Statement of Standard Accounting Practice. 

In the light of the subsequent announcement by the Govern- 
ment of its intention to set up an independent committee of 
inquiry inta the subject, ASSC decided to recommend to the 
Councils of the „participating bodies that a provisional standard 
should be issued early in 1974. A number of companies have 
already published supplementary statements modelled on the 
recommendations of ED8 and it is hoped that the provisional 
standard will be widely adopted. 


Liability for professional negligence 


Under the Companies Acts there is no statutory limit on the 
amount of damages for which an auditor may be liable if he is 
negligent in discharging his duties. Representations to the DTI 
that new Companies legislation should set a maximum sum for 
which an auditor can be held liable are under consideration. The 
resulting implications on members’ professional negligence 
insurance arrangements are also being studied. 


Relations with other UK accountancy | bodies 


Collaboration with the other five leading accountancy bodies is 
being progressively. developed in all areas affecting the profession. 
Appropriate matters in the technical field are now considered 
jointly and representations made are either in the names of the 
‘allied accountancy bodies’ or those bodies entitled to act as 
auditors under the Companies Acts, depending upon the subject 
matter, There is no doubt that this joint approach, which enables 
the accountancy profession to speak with a single voice, is valu- 
able both to the recipients of representations and to the profession. 


Local authority audits 


As a result of the Local Government Act 1972 all the new local 
authorities became entitled to appoint firms of practising ac- 
countants as their ‘approved auditors’. Previously the District 
Auditor had been the only auditor prescribed by law for most of 
the old authorities and he had also been required to audit a part 
of those authorities, otherwise audited by accountants in public 
“practice. The same alternatives are available to the new water 
authorities created under the Water Act 1973. 

Letters were written to each of the Chief Financial Officers of 
the new authorities setting out the advantages of appointing 
approved auditors and enclosing a list of those members who 
regarded themselves as being able to fulfil the Secretary of State’s 

- requirements as to experience. 


H 


Taxation 


The Institute has been extrémely active in the many developments 
taking place in the various areas of taxation. The activities of the 
Parliamentary and Law Committee, its Taxation Sub-committee ` 
and District TACs throughout the country now include the 
-preparation of representations on VAT matters, in addition to the - 
-more familiar representations based on the direct tax clauses of 
the Finance Bill and the. annual submission of direct taxation 
` anomalies. Many meetings. are held at Somerset House with 
- representatives of the Revenue, and with officials of Customs and 
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Excise on VAT matters. Papers have also been submitted-to the 
Board of Inland Revenue on the Government’s Tax Credit 
Scheme and Inheritance Tax Green Papers, as well as on various 
miscellaneous matters. 


Reported on accounts of sole traders . 
and partnerships 


In view of some continuing misunderstanding of the geet 
accepted by members for accounts they have prepared. but have ` 
not audited, a new statement (S19) was preparéd: to sweplace si 
statement S4. It recommends that accountants’. réports should 
make clear that accounts have been prepared without audit, where . 
this is the case and suggests a suitable form of, report. T 


Ra projects 


The Institute makes an important contribution to the See 
of accounting and financial knowledge by encouraging research 
projects. Current projects include: corporate simulation models;, 
disclosure requirements in the UK and USA; European financial 
reporting; shareholder behaviour; company finance in Europe; 
and accounting values and price changes. It is expected that 
several of these studies will be completed and published in 1974.. 


Revision of the ethical code 


Good progress has been made by the Ethics Committee in 
revising and codifying the ethical principles governing members. 
A paper giving a broad indication of the lines upon which the 
committee proposed to work was laid before the Council at the 
beginning of the year, and shortly afterwards members were 
invited to submit comment and criticism on the subject. 

The Fundamental Rules were removed from the Charter to 
give the Ethics Committee a free hand to consider the relevance 
of the rules to present day conditions. This does not mean that 
members may now act in ways which were prohibited by those 
tules, and any member so doing may be at risk of being held to be 
guilty of misconduct. 


European Economic Community (EEC) 


Continuing efforts have been made through the Institute’s 
representation on the Groupe d’Etudes des Experts Comptables 
de la CEE (a grouping of the principal accountancy bodies in the 
nine countries of the EEC), and in consultation with the Depart- 
ment of Trade and Industry, towards resolving the problems 
facing the profession within EEC. Many of these problems spring 
from the very different backgrounds and histories of the pro- 
fessions in the various member states, but there is a growing 
awareness and understanding of the different viewpoints which 
exist. The liaison committees which the Institute has established 
with the professional bodies in a number of European countries 
and the joint seminars sponsored by them are important factors 
contributing to the growth of this understanding. 

The Groupe d’Etudes has been particularly engaged during 
1973 on agreeing submissions to the EEC Commission on the 
qualifications an auditor should have to carry out statutory audits 
in his own country, and on putting forward views on the Fourth 
Directive (form and content of accounts), the Fifth Directive (the 
structure of companies) which is concerned with such important 
matters as worker representation and the legal liability of auditors, 
and the proposed directive on prospectuses. 


International Co-ordination Committee for 
the Accountancy Profession (ICCAP) 


An international -organization to encourage co-operation within 
the accountancy profession’ on' a world-wide basis was formed 
following approval.by the Heads of Delegations of participating 
bodies at the Tenth International Congress of Accountants in 
Sydney in October 1972. A 1a-nation executive ` committee was 
appointed and hes met twice. 





May 16th, 1974 


At the second meeting in Mexico in October, ICCAP un- 
.animously adopted as its long-term objective the development of 
a co-ordinated world-wide accounting profession with uniform 
standards. A programme of work has now begun, aimed initially 
at promoting the development of regional organizations and 

, establishing guidelines on ethical principles and the minimum 
„standards of professional education and training. 


International Accounting Standards 
Committee (IASC) 


Following initiatives by representatives of the Institute (also 
- on the occasion of the Sydney Congress), a decision was taken at a 
meeting in London in June to set up a nine-nation committee 
‘to work towards 'the promulgation of basic accounting standards _ 
which would command acceptance by the profession, govern- ` 
ments, -the authorities controlling securities markets, and the 
industrial and commercial community. 

IASC functions as a part of ICCAP but with autonomy in its 
own field. It is located in London with separate offices and 
secretariat. Sir Henry Benson is IASC’s first chairman. 

In a world of increasing complexity in the areas of accounting 
and auditing, particularly in their international context, the 
establishment of ICCAP and of IASC have the Institute’s fullest 
support. 


Committee reorganization 


A basic development in education and training activities was the 
reconstitution of the relevant committee structure. The object 
of this was to ensure consistency of aim and method in developing 
the educational policy’ announced in 1972. Under a reinforced 
Education and Training Committee, the Examination Committee 
keeps its separate existence. The Education Committee and the 
Articled Clerks Committee were disbanded, the furictions of the 
latter being divided between a Board of Accreditation , of 
Authorized Principals and three sub-committees responsible for 
the recruitment and the training of students and for the regulation 
of their affairs. A fifth subordinate body, the Board of Accredita- 
` tion of Colleges and Courses, was also established. 


Relations with students 


After a period during which there were a number of contentious 
issues, constructive action was taken jointly with students, and it 
is a great pleasure to record the improved relationship between 
the Institute and students which has since developed. Advantage 
was taken of the reorganization of the Education and Training 
Committee and its sub-committees to co-opt students to member- 
ship of those bodies to which they can make a relevant contribu- 
tion. The benefits of this development are already apparent. 

The Students’ Liaison Committee has had several fruitful 
meetings and sponsored a most useful publication for the guidance 
of prospective students. In December a successful conference was 
held between representatives of Council and of the students’ 
societies, at which there was a wide and helpful exchange of 
views on common problems. 


Recruitment statistics 


` During the year 4,021,students were registered. Although 5,565 
‘ articles were registered in the previous year a direct comparison is 
mot possible because non-graduate entrants on Foundation 
courses will not register until after the end of their course in 1974. 
‘ The number of graduate entrants increased from 1,702 in 1972 
to 1,816 in 1973. ` 


Compulsory foundation courses 


All non-graduate students entering after July 31st, 1973 must 
follow a full-time Foundation course of one academic year. There 
are 1,821 such students at 31 colleges on those courses which 
started in September 1973; a small number of other courses 
commenced in January and April/May 1974. 


Graduate conversion courses 
Graduates of universities in the British Isles and of the Council 
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for National Academic Awards are not required to attend ` 
Foundation courses, but at the Foundation examination they must 
take those subjects from which they are not exempted by their 
degree course. They are accordingly encouraged to follow a 
conversion course in those subjects. The Institute has approved a 
total of 11 such courses, in both the ‘public and the private 
sectors of higher education, which are being attended by about 
1,000 graduates. It is intended to pad the number of approved 
courses in 1974. 


Revised examination syllabus: 


An Examination Regulations and Syllabus ‘booklet for the new 
examination structure was issued in January 1973, supported by a 
booklet of specimen questions to indicate the depth of knowledge 
required. Individual queries on the syllabuses have been received, 
and the answers have then been widely publicized among the 
teaching organizations: A number of decisions have also been 
publicized about the transitional requirements. 


Post-qualifying education 

Members admitted on or after January rst, 1974, will have to gain 
two years’ approved practical experience beforé becoming eligible 
for the grant of a practising certificate, and those admitted from 
July rst, 1978, will be required to pass tests of advanced theoretical 
knowledge and experience if they wish to advance to Fellowship. 
The necessary amendments to the Supplemental Royal Charter 
and bye-laws were approved in 1973. 


Certificate in Management Information 
and J.Dip.M.A: Part I 


A total of 137 candidates (44 members of the Institute) attempted 


` the examination in October 1973. Thirty-nine completed the four- 


paper examination successfully, 38 passed the first two papers, six 
candidates were ‘referred’ and 54 failed. . , 


District Societies z 


The establishment of a new South Essex District Society, ranking 
ninth in size among the 18 societies, was approved. A new South 
Essex Constituency has also been created which will have two 
members of Council, one to be elected in 1974 and the second in 
1975 

The District Societies Committee ‘has been reconstituted to 


improve communications between the committee and district. ` 


societies; the managément committees of most societies are being 
reorganized to provide for better EE of branches and 
groups, 


Chartered Accountants’ Hall 


Chartered Accountants’ Hall serves a variety of essential purposes 
as a headquarters ` for Council and committee meetings, as 
secretariat offices, members’ club and library, and as a centre for 
internal and external functions, courses and conferences. During 
1973 the Great Hall, reception and committee rooms were used on 
some 2,500 occasions (of which nearly 1,000 were external 
functions booked by members and outside organizations and 
resulted in revenue.from room hire of approximately £19,000). 
Additional facilities available to members include interview’ 
rooms and changing rooms with showers. 
aon 1973 nearly 100,000: people visited Chartered Accountants’ 


RE 


Approximately 35,000 members (and their guests) used the 
restaurant in 1973. It is advisable to book a table through the 
Catering Manager. 


‘Public relations S 


Energetic public relations efforts continue to be directed towards 
promoting greater knowledge and understanding of the Institute’s 
activities by the Government and City agencies, the press, the 
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REVENUE ACCOUNT FOR THE YEAR ENDED 31st DECEMBER 1973 


1973 


Income Expendi- Surplus 
Wf ` . ture Deficit 


` “£000 -- £°000 | £000. 


Activities mainly financed by 
income from members: 


Accommodation and common 


office services i l 329 329 

Less: amount allocated to self-financing - e 

activities and members’ facilities 1 150 150 
"mm 79, 


D E Y 


Members’ facilities: 


Newsletter, members’ meetings and 
annual report - i S 


Library, Great Hall, Reception and 
Members’ Rooms 


165 


Administration including audit fee 


£3,500 (1972 £3,500) ; e 187 137 


Financial items: 
Loan and bank interest 
Depreciation on buildings and equipment 


Property lettings, investment and Other . 
income ` ` D 


Less: amount allocated to self-financing 
activities and members’ facilities ` 


District societies KE — 96 36 
External relations ` Ee Gë 7 67- 66 
Members’ records ` ` >O 277 B2 ' B50 
Technical activities ; 62° 100 38 
Maintenance of professional and. ; Sch 
ethical standards ` 3 7 27 24 
Articled clerks recruitment 8 27. 19 
Post-qualifying education , dÉ ee 2. 2 wee 
Total oo" oe 760 
Self-financing activities (Note 1) 524 511 13 


Tota! R fe ae >. 745. 1492 747 
Income from members 7 = 


Subscriptions including admission fees 


£63,000 (1971 £58,000). 993°. = 983 
Total income and expenditure ` 1,738 1,492: 
Surplus for the year l SÉ 246 





1972 


Surplus - 


: Deficit 
“£7000 


118 


134 





952 


| Source of funds E l SE 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED 31 DECEMBER 1973 


1973 1972 
Coon £000. 


‘i H 
ef E 


Surplus op revenue account 2 246 . 231 
Items not involving the movement of funds: 
| Depreciation : 52 52 
' Provision for building maintenance 7) HI 
59 59 
' et , 305 290 


Application of funds 





Capital expenditure . GE 
Reduction in development loan 750 
Decrease in net current assets other than : 
net liquid funds (Note 4) s 258 
; E ) 503 
15 213 
Movement in net liquid funds : wt 
Increase in overdraft - 11 . 188. 
Increase/decrease in investments 26. , 25. 
15 213 ` 
7 E D = = . 


Notes to revenue account and statement.of source and’ 


application of funds .- ‘i 
for the year ended 31 Decomber 1973 


; 1973 197: 
Note 1 e Expendi- Surplus Surplus 
Self-financing activities ture Deficit, Defici 
e £'000 £000 £'000~— Con 
Post-qualifying examinations 2° “6 4 a 
Courses 208 209 1 £ 
Accounting and Business i d 
Research ` 14 13 1 H 
Appointments service ` . 16 15. 1 - 
Listof members No - 19 18 4 i 
Accountancy `, ` 255. 250. 5 At 
Restaurant and catering ` g Ge 
commission 10 _ 10 D 
Total 524. 511 13 ' 4 
Note? > ` E get 


A surplus of £4,000 (1 972: £19,000) on the: Student and Exami- 
nation Account has been transferred to the Chartered Accountants 
Trust for Education and Research. Funds held by the Trust on this 
account are ear-marked for use. on student and € examinatior 
activities, ~~ d 


Note3 ss 

Salaries and related employment costs for 1973 amounted tc 
£578,000 (1972 £508,000). Changes in staff numbers are se 
out on page 13 of this report [not reproduced). 


Note 4 


The.unusually large decrease in net current assets'in 1972 wa 
due to the fact that debtors at 31 December 1971 includec 
£263,000 from the sale of investments. This amount was receivec 
early in 1972. 
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If your premises go up in smoke, your business needn't. 


How many businesses in Britain don’t 
bother to have fire insurance? 

Practically none. . 

Yet strangely, Se Reeg 
aren't protected against the after-effects 
of a serious fire, which can be as financially 
crippling as the fire itself. ` ` 

Because fire insurance only covers 
damage to a building and its contents. 

It doesn’t cover loss of profits. It doesn’t 
cover continuing overheads, It doesn’t 


cover the wages bill. It doesn’t cover staff 
salaries. And it doesn’t cover the cost of ` 
temporary premises, 

But GRE's Business Interruption insur- 
ance policy does. 

(If you want, it can also cover the 
effects of a fire at the. „premises of your 
sub-contractors, suppliers and important 
customers.) 

So have a word with your broker or 
local GRE branch. 


And make sure your business doesn’t ' 


- goup in smoke if your premises do.: 


Head Office: Royal Exchange London 
' EC3P 3DN. 


H 


Guardian ` 


| 
Royal Exchange 
RE Assurance 


'  Agood name to trust your business to. 

















Before your 
problems really 
getyoudown, 
call National 
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The test of any insurance is what happens when trouble strikes. 
_ National Vulcan don’t just tell you what’s wrong... 
they tell you why it’s wrong — they go out of their way to help. 
. That is why National Vulcan 
is the best buy in Engineering Insurance. 


Telephone: 061-834 8124 Telex: Boiler MCHR 667955 
AEG NATIONAL VULCAN 


ENGINEERING INSURANCE GROUP LTD 
St. Mary’s Parsonage, Manchester M60 SAP. Tel: 061-834 8124. 
Branches throughout the country. 


(Ask for Alan Shackleton, Tom Lloyd or Varley Jackson) 





\ 
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public and members. Approximately 150 press releases covering 
developments of national or professional importance were issued 
during the year, and close liaison was maintained with financial 
journalists on national and local newspapers and with the acccunt- 
ancy journals. 

In addition informal briefings for the news staff of the account- 
‘ancy journals are now held each month following Council 
meetings. These provide an opportunity for explaining, Council 
thinking on matters of current interest and help the journalists 
to gain a better understanding of the reasons for the decisions 
made. 


Trusts 


The Institute’s associated trusts comprise general and educational 
charities and pension funds having an aggregate value of Cor 
million (£8-2 million in 1972) and their assets include both 
investments~and agricultural properties. Following the sale of 
Capel House in March 1973, further rationalization of the 
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educational charities has become possible which will allow better 
use of the available resources and simplified administration. A 
booklet containing the 1973 accounts of the charitable trusts (other 
than the Chartered Accountants’ Benevolent Association, which 
publishes its own report) is available from the Institute on 
request. d 

The educational trusts are heavily committed, and notwith- 
standing the immense generosity of Leake and Medcalf in the past, 
more income will be needed if the momentum of research and 
education in accounting , and allied topics is to be developed as 
urgently as circumstances require. Present commitments total 
about £90,000 a year, and include £15,000 a year for the Institute 
Chair of Accounting and Financial Reporting at London Business 
School — a project considered by the Council to offer an unique 
opportunity for the Institute to establish a commanding presence 
in the field of research in financial accounting. Most of the 
remaining commitments to research relate to projects to be 
undertaken within the Institute secretariat, but the Research 
Committee has also commissioned a number externally. 





Supplementary statement showing the effects of inflation on the accounts 
‘for the year ended 31 December 1973 


Historical basis Current purchasing 











power basis . 
1972 1973 1973 1972 
a £°000 £°000 £°000 E’000 
‘Revenue Account 
Income R 
Subscriptions and admission fees 
(Note 4) 952 993 1,081 1,120 
Other Se 606. 723 757 694 
1,568 1,716 1,838 1,814 
Expenditure i i 
‘General expenditure ` 4,151 1,324 1,387 1,320 
Depreciation s 52 . 52 " 87 87 
1,203 1,376 1,474 1,407 
Surplus for the year before interest 
and before gain cn holding net 
monetary liabilities 355 364, 407 
Interest payable less interest - 
receivable - 124 97 138 
Gain on holding net monetary 
liabilities (Note3) ` Ges? 141 136 
Net effect of borrowing 124 44 2 
Surplus for the year (Note 2) 231 ` 246 408. » 405 
Balance sheet : o 
Fixed assets ` 
Chartered Accountants’ Hali 
(Note 5) 2,463 2,433 8,226 8,281 
Furniture, equipment and library 159 137 192 22 
2,622 2,570 8,418 8,505 
Current assets 
Investments (Note 6) S 52 78 163 259 
Netcurrentliabilities 579 607 604 640 
527 529 am “381 
2,095 2,041 8,977 8,124 
Less: 
Development Loan 1,250 950 950 1,382 
Net assets 845 1,091 7,027 6,742 
Represented by: l 
Accumulated fund i 594 845 2,401 1,978 
Surplus for the year 231 _ 246 408 405 ` 
Profiton realization ofinvestments ` ` 20 — — 18- 
‘ 845 1,081 2,809 2,401 
Unrealized profiton valuation. 
(Note 7) 
Chartered Accountants” Hall ; 4,186 4,186 
Investments e r 32 155 
i -428 ` 4341 
- 845 1,091 ` 7,027 6,742 


Explanatory notes and comments 

1. Supplementary statement 

In thé supplementary Statement opposite, columns one and two summarize the figures 

shown in the conventional accounts of the Institute, columns three and four contain 

-figures for the same items converted into pounds of current purchasing power (CPP) 

as at December 31st, 1973. The figures both for 1972 and for 1973 are stated in terms 

of the purchasing power of the pound at December 31st, 1973. The relevant retail 

price indices (based on January 1st, 1962=100-0) are 
December 31st, 1971 Re . 1581 
December 31st, 1972 wé "1203 
December 31st, 1973 Ze 1882. 


2. Surplus for the year 
Whilst the historical basis accounts show that the surplus for the year increased from 
£231,000 in 1972 to £248,000 in 1973, the CPP surplus remained virtually static 
moving from £405,000 to £408,000. 
The following items accounted for the difference in 1973-1972 between the historical 
basis surplus of £246,000, £231,000 and the CPP: surplus of £408,000, £409,000. ` 
; 19 





1973 
Additional depreciation ‘ yoy yp = 35,000 — 35,000 
Net gain on borrowing + 138,000 + 122,000 
Other expenditure and i income : d + 59,000 + 87,000 
l + £162,000 + £174,000 





3. Gain on holding net monetary liabilities 
The gain on holding net monetary liabilities is made up of £118,000 on the develop- 
ment loan and £23,000 on other items including the overdraft. It must, however, be 
stressed that whilst this is a real gain to members itis not represented by cash and could 
not, for example, be used to reduce subscriptions, 

Part of the development loan was repaid during the year; allowing for the dates of 
these repayments the amount outstanding at the end of 1973, measured in pounds 
of purchasing power at the end of that year, was £1,068,000. As the Institute’s liability 
to the providers of the development loan is fixed in money terms this liability has 
declined by the end of the year in CPP terms from £1,088,000 to £950,000, The 
interest charged on the development loan during 1973 (adjusted for inflation) 
amounted to £114,000 and when this is deducted from the gain of £118,000 it can be 
seen that in CPP terms the loan could be said to have cost the Institute nothing during 
the year. . e j j 
4. Subscriptions : at 


Whereas the historical basis columns show subscriptions and admission fees in- 
creasing from £952,000 to £993,000, the CPP figures show a decline from £1,120,000 
‘to £1,081,000. The CPP figure for subscription income is materially higher than the 
historical-basis figure because subscriptions are received early in the year and therefore 
need to be adjusted for inflation for the greater part of the year. 


5..Chartered Accountants’ Hall 


Rather than re-state the cost of Chartered Accountants’ Hall in pounds of current 
Purchasing power at the end of 1973, the opportunity has been taken to incorporate 
the professional valuation of the Hall into the CPP statement. The valuation of 
£7,100,000 has been updated by the inflation which has occurred since the date of the 
valuation (March 1972). Depreciation in the CPP statement is based on the updated 
valuation. If the Hall had been sold at December 31st, 1973, at the updated valuation, 
there would have been a liability to corporation tax (taken at 30%) of £1,609, ooo 
subject to possible relief under the Finance Acts. 


‘6. Investments i 


The CPP figures show Investments at their market value at December 31st (in the case 
of 1972, adjusted by the inflation during 1973). The historical basis figures are at cost. 
If the investments had been sold at December 31st, 1973, at the market value, there 
would’ have been a liability to corporation tax of approximately £7,000. 


7. Unrealized profit on valuation of Chartered Accountants’ Hall 

and Investments 

In the CPP statement the unrealized profit is the difference between the valuation and 
the original cost re-stated in pounds of purchasing power atthe end of 1973. 4 
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-= Owners and Occupiers 
Simplifying the Tax Structure 


by H. S. A. MACNAIR, F.C.A. 


Five years ago, the Law Commission set up a consultative group on the taxation 

of income and gains derived from land. Their report was published in April 

1971 (Cmnd 4654, The Accountant, May 6th, 1971). The objective of the Group 

was not to upset the existing order but to consider the taxes with a view to 

improving the form and arrangement of the legislation, so as to make the law 

easier both to find and to understand. The prospect of further changes in land taxation 


makes a re-examination timely. 


ROBLEMS arising on a part disposal attracted the 
group’s attention. Paragraph 7 in Schedule 6 to the 
Finance Act 1965 states that, where a person disposes of an 
interest or right in or over an asset, the allowable expenses 
are to be apportioned between the property which remains 
undisposed of and what is comprised in the disposal. For 
this purpose, use is made of a formula comprising the 
amount or value of the consideration for the part disposal 
(designated A) and the market value of the property which 
remains undisposed of (designated B). 
With certain exceptions where the costs to be apportioned 
are disproportionately small, the general rule is that the 


fraction < A p is applied to the costs to find the element 


deductible in the computation of gain on the occasion of the 
part disposal. However, any expenditure clearly related to 
the property sold or retained does not require to be 
apportioned and there are special rules where capital allow- 
ances are due. 





‘Straight-line’ apportionment 


On the disposal of assets by a person whose period of 
‘ownership began before April 6th, 1965, the general rule 
in paragraph 24 is that only so much of the gain is charge- 
able as is to be apportioned to the period from that date 
onwards. This rule applies not only to the consideration 
for the acquisition, but also to any expenditure wholly and 
exclusively incurred on the asset for the purpose of en- 
hancing its value, being expenditure reflected in the state 
or nature of the asset at the time of the disposal. 

Such an increment would normally require apportion- 
ment from a later date than that of the original acquisitién. 
Similar remarks, apply to any ‘expenditure wholly and 
exclusively incurred in establishing, preserving or defending 
the owner’s title to or right over the asset. An instance in 
this category, shown by the decision of the House of Lords 
in Commissioners of Inland Revenue v. Richards’ Executors 
(eo ATC 249), is the cost of obtaining probate in relation 
to a.later disposal by the personal representatives. 

However, the operation of ‘straight-line’ apportionment 
is brought to a halt by a part disposal. Subparagraph (7) in- 
paragraph 24 causes a deemed disposal and re-acquisitiou 
at the then market value to occur as at any date before 
April 6th, 1965 at which there was a part disposal and a. 


broadly parallel effect is produced by subparagraph (8) in 
relation to a part disposal first occurring after April 5th, 
1965. These paragraphs apply to land, there being distinct 
rules for shares. , 
~ As stated, a part disposal after April 5th, 1965, fixes the 
measure of the gain subject to time apportionment for the 
undisposed-of property, on the basis of its market value 
at the date of the part disposal. No tax is assessed or col- 
lected but, when subsequently the residue is disposed of, 
or there is a further part disposal, the computation of the 
gain chargeable falls into two parts. 


Ascertainment of market value 


The exercise performed at the date of the (original) part 
disposal is repeated to establish one component of charge- 
able gain or allowable loss by reference to the then market 
value and thereafter a direct’ comparison of that market 
value with the net proceeds establishes the other com- 
ponent of the aggregate chargeable gain or allowable loss. 

If the second occasion indicated above is itself a part 
disposal, a further computation in accordance with the 
formula will be called for, introducing a newly-ascertained 
market value at that second date, and so on until the whole 
property comprised in the original holding has been finally 
disposed of. Hence the Law Commission group reported 
that the formula is somewhat cumbersome and may involve 
the taxpayer in considerable expense. 

Thus, if he has bought an estate as an investment and 
later sells one or two items comprised in it which he does 
not wish to retain, on the occasion of each part disposal 
all the remaining items have to be valued in order to ascer- 
tain the ‘B’ element in the formula. One might add that 
these comments would have equal validity in relation to a 
forced sale or compulsory acquisition. f 

The group considered the substitution of a formula 
requiring apportionment to be effected by reference to the 
respective rateable values of the part disposed of and the 
remainder but rejected this possibility because it could not 
apply to agricultural land (not valued for rating purposes) 
and there were other difficulties. The group also toyed with 
the’ idea that the problem could be solved by using the 
phrase ‘as may be just and equitable’ but concluded that 
this would give undue discretionary power to the Inland 
Revenue and would probably produce, if there was a right 
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of appeal, a result in the end similar to that obtained by the 
formula. 

The group went on to report on Revenue practice. They 
began by observing that the sale of a single farm forming 
part of a large mixed estate might well be a part disposal, 
but that the application of the formula in such circum- 
stances would be wellnigh intolerable. Indeed, the report 
states that for many years prior to 1971 the Revenue had 


not regarded an estate of that sort as a single asset for- 


valuation purposes. The approach to the valuation of a 
landed estate for estate duty purposes as the sum of the 
market values of its constituent parts was endorsed by the 
House of Lords in Buccleuch'v. CIR (45 ATC 472). 

Publication of this report was accompanied by the issue 
-of practice notes by the Inland Revenue (Taxation, May ist, 
1971) which indicate that taxpayers must make a choice, 
when a part disposal comes up, as to whether to ‘go along’ 
with the piecemeal basis or to adhere for all time to the 
statutory basis. Settlements arrived at before May i971 
on either basis are unlikely to prejudice these opportunities 
and most taxpayers will prefer to keep their options open 
by accepting the piecemeal approach until the statutory 
basis is clearly advantageous. 

Not infrequently landlords offering commercial premises 
at rates per square foot which by themselves seem to 
represent a rack-rent require a premium in addition. This 
demand is likely to be met more often, now Chat a first 
letting will require a contribution to the Treasury under 
the new proposals. 


Relief for business use 


' The tenant needs to be on guard before paying out sums 
for which he is likely to obtain no tax relief. Section 134 
of the Taxes Act 1970 is concerned with any land used in 
connection with a trade, profession or vocation, and offers a 
relief to be deducted in computing the profits or gains 
chargeable under Cases I or II of Schedule D. 

To bring the relief into operation, it is necessary for an - 


occasion of charge to have arisen under section Bo, or under ` 
the related section 81 which concerns leases ‘originally 


granted at an undervalue or the parallel section 82 which 
concerns sale and reconveyance (or leaseback outside the 
protective period of one month). 
necessary that the landlord should have actually borne tax, 
given the possibility.of exemption or of the right to make 
deductions by reference to payments to a superior landlord 
(section 83). 

The measure of relief is s the mirror-image of the would-be 
charge on the landlord, but its benefit is spread forward over 
the effective period of occupation for business purposes. 
The main instance arises when payment of any premium is 
required under the terms of a lease having a duration not 
exceeding 50 years; the amount of the premium is reduced 
` by one-fiftieth for each complete period of 12 months (other 
than the first) comprised in the duration of the lease. 

In this connection, the definition of ‘duration’ can be 
complex but should not present difficulties in a simple case. 
For a lease of 21 years’ duration, three-fifths of the premium 
is chargeable, and it follows that 40 per cent of the occupier’s 
outlay will fail to attract tax relief, unless the lease is 
assigned prematurely in which event a small part may 
reduce the incidence of tax on chargeable gains. 
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Nor. do the occupier’s detriments stop here. Although 
the landlord is taxed on his notional rent in full at-the outset 
of the lease (with possible top-slicing for individuals), the , 
deductions available to the tenant have to be spread over 
the relevant period of its duration. It is not difficult to 
see that the discounted value of the relief compares badly 
with the immediate outlay: Indeed, the absence of any relief , 
where a payment is made on taking an assignment of a lease 


‘(except where section 81 has occasioned a charge on a 


prior ‘undervalue’) may not weigh in the scale if the lease 
has a long period to run. Furthermore, the entire absence 


_of relief where a lease originated before April 1963 may be a 


positive advantage in that the vendor, who will escape 
income tax (or. corporation tax at the full rate), might be 
less disposed to hold out for a high price. ° 


Capital gains tax 


The vendor of a lease with 21 „years unexpired will be 
entitled to deduct some three-quarters of its original cost 
if acquired when 50 or more years were unexpired. If 11 
years remain unexpired, half the cost would be admissible. 


‘These remarks apply to capital gains tax (or corporation tax 


on chargeable gains) and for such periods one would also 

expect to find relief for the period of ownership before 

1965. However, cost in most instances might be small and" 
the computation might therefore commence with elected 

value at April 1965. 

Nine years have since elapsed, so that half the 1965 value 
will still be available on disposal of a lease with six years 
still to run. These approximate remarks give an indication 
of the effect of ‘curved-line’ depreciation in Schedule 8 
to the Finance Act 1965. 

~The Law Commission group recommended simplifica- 


‘tion of the Schedule A rules so as to divide lease premiums 


between those taxable as capital and those taxable as income 
on the basis of a watershed fixed somewhere in the range 
seven to ten years. At present, the premium on a seven-year 
lease is taxed as income to the extent of 88 per cent and one 
on a 14-year lease as to 60 per cent. For individuals, the 
burden is mitigated by ‘top-slicing’ in accordance with the 
rules in Schedule 3 to the Taxes Act 1970. 

This extends over the duration of the lease in so far as 
that period enters into the computation, and is thus much 
more generous than the four-year relief proposed for 
development gains tax. It must be admitted that there 
appears no real merit in excluding from income the small 
proportion for leases of less than seven years’ duration. 

In this connection, one may noté the rough-and-ready 

solution applied by.section 29 of the Finance Act 1970 to 
mineral royalties under a mineral lease or agreement; one- 
half is treated as capital and one-half is dealt with as income. 
Applying this procedure to leases, one might adopt a ratio 
of two to one for leases between seven and 14 years and of 
one to two for leases between 14 and 21 years. 

A further simplification might then be achieved by doing 
away with the curved-line depreciation formula. The 
suggestion made by the Law Commission group was that 
disposals of wasting assets such as leases could be treated as 
giving rise to neither loss nor gain unless actual money 
profits were realized. 

The proposals for taxing development gains respect the 
‘half-and-half’ compromise adopted for mineral royalties. 
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Creating Effective MBO 


VER the last decade, the failure rate of management 

by objectives (MBO) has been severe in the United 
States and probably elsewhere — a failure rate severe- 
enough to warrant a ‘second generation’ effort by 
specialists Jun revitalize those organizations which have 
lost their MBO effectiveness. An understanding of why 
the failure rate has been so high may provide an organiza- 
tion which is contemplating using MBO with a basis for 
its more effective use. 


Why does it fail? 


‘The MBO movement was founded upon suggestions by 
Peter Drucker some 20 years ago that management should 
not suffer from ‘management. by drives’ but should in- 
stead embrace the principle of management by objectives 
and self-control. However, Bruce A. Kirchhoff points 
out in an article entitled ‘Using Objectives: The Critical 
Variable in Effective MBO’ which appears in the January 
1974 edition of the Michigan Business Review, that MBO 
itself has become a management development drive. 

The objection to ‘drives’ as a method of management, 
whether they are cost reduction drives, economy drives 
or MBO drives, is that they are short-sighted efforts to 
bring about change. By placing undue emphasis upon 
only one aspect of a manager’s job, they undoubtedly 
encourage the neglect of other aspects and eventually 
things return to the status quo ante. 

Lasting management development can only be achieved 
by effort and reinforcement over long periods of time. 
While cost and manager availability tend to create a 
situation where the implementation of MBO is under- 
taken through one week courses or of even shorter dura- 


tion, this is a situation which must be avoided if the system ` 


is to be effective. 


H 


Central objective setting 


MBO is based upon a process whereby the various levels 
of management identify the common goals of the or- 
ganization and define each individual’s major areas of 
responsibility in achieving those goals. The individual 
manager’s area of responsibility will be related to the 
results required of him and which can be used to, assess ` 
his effectiveness. Without objective-setting, it cannot be 
said that there is a MBO system operating. 

The concentration upon objective-setting can be so 
strong, however, that the manager sees it simply as an 
extension of the formal planning system required by 
corporate planners who may be remote from him — a 
process which can only be avoided if the manager is able 
to personalize his objects. Several studies have shown that 
classroom training is not sufficient to ensure that the manager 
can in fact do this. What is required is the active involvement 
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of the manager in establishing his own objectives. 

Objectives on their own will not be effective if they do.. 
not become tools which the manager can use to improve | 
his day-to-day job, but traditionally the average manager 
has based his daily work upon activities rather than: 
objectives. Many traditional job descriptions are in fact.. 
nothing more. than an itemization of the different: 
activities that he must undertake. Objective-setting re- 
quires a large conceptual change upon the part of the 
manager and unless he can translate from setting ob- 
jectives to using them effectively, he will most likely 
discard them as being useless. 

To overcome this, the MBO programme must relate 
the requirements of MBO to the manager’s existing 
understanding of his job, so that theory and practice work 
in harmony. 


Performance appraisal 


Many organizations have adapted MBO to provide an 
improved method of appraising performance. While 
performance appraisal is integral with MBO, it should not 
be over-emphasized, or managers may view it as a separate, 
forced function of their job which requires little use of 
objectives. It cannot be emphasized enough that MBO 
is concerned’ with setting objectives for all the functions 
of management, e.g.: 

Planning; 

-~ Co-ordinating; 

Controlling; 

Motivating; 

Appraising; 

Remunerating; 

Selection and promotion; 

Training and development. 

The manager’s objectives should encompass every phase 
of his management effort, and not over-emphasize one at 
the expense of others. . 

The MBO development effort should begin with several 
days of intensive training in MBO, with the central 
theme being objective-setting. This should be followed 
by on-the-job counselling designed not only to help the 
manager implement what he has been taught, but also to 
encourage participation from his subordinates in setting 
objectives for the department as a whole. 

After several such sessions, the manager will be capable 
of setting objectives, and at this point it might be thought 
that MBO is actually working. This would be a mis- 
conception. What is now needed is additional training 
directed to using objectives on the job. 

Such training would revolve around the eight manage- 
ment functions outlined above and be designed to stress 
the activities which he must undertake to achieve the 
required results. For example, a session on planning 
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would stress that objectives are specifications of results, 
and each manager must plan what activities are required 
for each result. 

Motivation should be the subject of further training 
sessions and should be closely integrated with performance 
appraisal. The traditional concept that performance 
appraisal is nothing more than completing a printed form 
and sending it to the personnel department will be a 
barrier to the implementation of MBO unless it is over- 
come. 

_, Performance appraisal must primarily be directed to a 
feedback to the manager about his performance and an 
understanding that he will be judged solely by a com- 
Gees of that feedback with the objectives and not on 
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some outmoded personality appraisal..To complete the 


implementation, methods of remunerating managers must 
be keyed into a comparison of performance with objectives, 
and they should clearly understand that increases in re- 
muneration and promotion will largely be assessed on the 
same basis. 


Conclusions ` 


. While MBO development may be seen by many as merely 


another ‘drive’, to be effective it must begin to integrate 
the additional burden of setting objectives with the 
realities of each manager’s job. This requires training, not 
only in setting objectives, but in using objectives to per- 


form the functions of management. ` 


Accounting for Goodwill 


An Informational Approach 


by Dr MICHAEL G. TEARNEY, C.P.A. 


Assistant Professor of Accounting, Drake SSES Des Moines, lowa 


Were in The Accountant of December 13th, 
1973, on ‘No Accounting for Goodwill’, Mr Michael 
Greener referred extensively to my earlier article in the 
July 1973 Journal of Accountancy (New York). His com- 
ments were gratifying as well as encouraging; however, 
I feel he perhaps overlooked the primary thrust under-- 
lying a new approach to goodwill accounting. 

Mr Greener apparently agrees that the frequently used 
term ‘goodwill’ is misleading and could be replaced by 
other more meaningful account titles such as ‘locational 
advantage’, ‘efficiency acquired’ and ‘efficiency injected’, , 
but doesn’t suggest why the latter is better than the 
former. Ir max be appropriate to reflect for a moment 
on why a new approach to goodwill is needed, and to pro- 
vide an example of ‘an informational approach to accounting 
for goodwill’ as opposed to ‘no accounting for goodwill’. 


Meaningful information 


Financial statements are prepared in order ‘to convey 
meaningful information about a business entity to in- 
terested parties. Consequently, in preparation of these 
statements the criterion that should be employed is: that 
the accounting principle or method which provides the 
most relevant information to statement readers (obviously 
without disclosing trade secrets which might result in 
losing a competitive edge) is the one to use. In accounting 
for goodwill, however, practice seems to indicate that the 
method which discloses the least is best. 

Historically, goodwill has become known as the excess 


profitability of a given entity over that considered normal. 


in the industry. Cost of goodwill is determined to be the 
difference between (x) total price paid to acquire another 


entity; and (2) fair market value of net assets acquired 
(usually only those reflected on the acquired company’s 
balance sheet). ‘Thus, goodwill is valued indirectly as a 
balancing figure, i.e. whatever is left must necessarily 
represent goodwill cost, ae or not of whether excess 
profits exist. 

The term ‘goodwill’ is, therefore, a misleading and unin- 
formative term which includes all positive and negative 
errors in valuing other assets acquired, as well as the total 
value of many very relevant assets that are completely 
ignored. 

It may reasonably be assumed that, when one company 
willingly pays more than the fair market value of another 
entity to acquire the latter, some underlying motives must 
exist. Thése motives may or may not be represented by 
excess profitability of the acquired firm; however, they 
do exist, usually in an intangible form and certainly should 
be identified. A partial but undoubtedly not all-inclusive 
list of these intangibles would include: 


(a) research and development staff of acquiree; 
(b) access to markets previously unavailable to acquirer; 
- (c) access to products previously unavailable to acquirer; 
(d) time saving to acquirer in expansion; 
` (e) particular managerial skills of acquiree; 
(f) synergistic effect of combining the two entities; and 
(g) excess profitability of acquiree, however this intangible 
is probably the result of one or more of above. 


Regardless of the reason or reasons (and in all probability ` 


there are more than one) financial statements should reflect 


these intangibles, as opposed to ignoring them by using ` 


the catch-all asset ‘goodwill’. By identifying the true existing 
assets and valuing them,, one is not only providing more 





632 


D š L 

informative financial statements which allow better evalua- 
tion of managerial decisions, but also a more objective 
accounting. 


-Without question, the valuation techniques employed . 


might result in subjective valuations of particular ‘assets; 
but ‘the mere identification and reporting is substantially 


more objective than ‘suppressing their existence and’ 


pumping them together arbitrarily, labelled ‘goodwill’. 


Alternative j 


The purpose of this example is to provide a suggested 
alternative to the currently used balancing figure approach 
to valuing goodwill components, not to discuss the theo- 
retical connotations of asset value. Obviously other tech- 
niques coutd be applied in particular circumstances but the 
point here is that something rather than nothing is done 
with these so-called ‘hidden assets’. - 

Furthermore, a basic understanding of, ‘present value 


-and appropriate discount rates is assumed; for a good: 


discussion of rates, refer to Mr Greener’s: article. In this 
case, we will use his ‘particular risk rate’ whenever dis- 
counting. ` 

`- An entire business entity, company B, is purchased by 
company A for £200,000, which appears to be a reasonable 
price based on past and projected earnings. The fair market 


value of assets disclosed on company Des balance sheet ` 


‘totals £90,000, leaving an apparent goodwill of £110,000. 
A search should be conducted to determine if any un- 


disclosed tangible assets, exist. This involves not only ` 


physical observation of assets but — perhaps more import- 
antly — a review of past accounting procedures employed 
for capitalization versus expensing. In this illustration, 

‘company B is assumed to have followed a practice of 
expensing all supplies and small tools when purchased, 
so that a search reveals a EES cost of these assets 
on hand totalling £10,000. 

Next, the search turns to intangibles. Perhaps the best 
place to start is an extensive review of. all negotiations 
between companies A and B culminating in the final 
settlement. This investigation should reveal some at least 
of the underlying motives of company A, as well as specific 
demands of company B, thus disclosing intangibles known 
` to both parties but not revealed on financial statements. 
In this-example, the following was discovered : 

(a) Company A will have access to new’ geographic markets 
they desire to reach but have not previously been avail- 
able; 

(b) Company B has an excellent esearch and development 
staff that company A would like to employ, but has been 
unsuccessful in attracting; 

(c) Company B is a particularly outstanding firm, earning at 
twice the industry average; and ` 

(d) due to the uniqueness of both companies A and B, a 
synergistic effect will result in greater projected profit 
‘than merely the summation of their respective future 
profits. 

In valuing the ‘access to geographic markets’, two factors 
are of importance: (1):profit derived from these new areas; 
and (2) the time necessary to obtain the level of profit in 
(1) without the acquisition. The profit from (1) would be 
discounted back as an ordinary annuity for the time in 
(2) to arrive at its value, — say £40,000. Obviously one could 
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estimate cost to develop internally and discount that back, 
hopefully resulting in an amount close to £40,000. This 
asset could justifiably be amortized over the time period 
estimated in (2). 

Perhaps the most objective method of valuing the research 
and development staff is to use replacement cost estimated 
from information available on cost incurred to attract and 
train them. Ofcourse, one could estimate the profitability 
effect of the staff and the average industry turnover of 
similar staffs and discount this back. Regardless of method 
used, the asset ‘research and development staff’ should be 
amortized over the average industry turnover period. Here, | 
using the replacement cost method, considering recruiting 
and training costs, an amount of £30,000 was determined. 

An attempt to discover the underlying reasons for com- 
pany B’s excess profitability should. be made, reviewing 
such things as customer relations, channels of ‘distribution, 
labour relations and specific location to see if any or all 
of these are. particularly unique. Regardless of reasons, 
the excess profit should be discounted back for the period - 
of time company B undoubtedly demanded for payment 
in their negotiations — resulting here in a value of £20,000. 
Amortization would likewise be over this time period. If 
particular reasons were discovered, the value would be 
assigned to them; otherwise, to the account ‘excess profit- 
ability purchased’. 

The synergistic effect would be represented by the total 
projected profit of combined company A and B, ‘less the 
sum of the individual projected profits of the respective ` 
companies assuming no acquisition. This amount would be. 
discounted back for the estimated time saved by company 
A in developing this synergistic effect internally and sub- 
sequently amortized over this petiod. The Ken arrived 


‘at here was £10,000. 


Balance sheet 


The resulting balance sheet, absent of goodwill, would 
appear as follows: 


Assets acquired that appeared on apay B’s 
balance sheet 


90,000 ; 
Tangible assets acquired that did. not EES on å -> 
company B’s balance sheet Së d 10,000 
Payment for access to geographic E (markets ' 
disclosed) f 40,000 
Payment for company B’s research and develop- 

" mentstaff EE . 30,000 
Payment for company B’s excess profitability 20,000 ` 
Payment for synergistic effect of E com- 

panies A and B Be ; ` 10,000 
` £200,000 





Certainly a balance sheet as above is much more in- 
formative to readers than one that disclosed specific 
assets of £90,000 and ‘goodwill’ of £110,000. This balance 
sheet discloses the specific motives (assets acquired) for the 
acquisition of company B, and therefore allows statement 
readers to evaluate management’s acquisition decision 
better than is currently possible, because the underlying 
reasons will be proved either valid or invalid by subsequent 
years’ statements. 
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— Award-winning Accounts of 
UK Optical & Industrial Holdings 


HIS week’s reprint of the accounts of 

UK Optical & Industrial Holdings 
does not do justice to the original, and 
that is a point that needs to be remembered 
by students of company report and 
accounts presentation. Our reprint can, 
at best, give an impression, and if in the 
UK Optical case it gives an impression of 
the simplicity of style so much the better, 
for it is that simplicity which took the 
accounts into the final award-winning 
reckoning. 

Many times this column has maintained 
that simple words and plain figures can 
make better points than wordy explana- 
tions or involved charts. What, for 
example, could be simpler than the 

‘Effect of Acquisitions’ column in the UK 

Optical profit and loss account. Note 7, 

which explains the column, appears on 

the double page opening which contains 

the account to the left and the requisite 
notes to the right. 

This column has always taken the view 
that when results are affected by acquisi- 
tions, the reader of the accounts needs to 
know the profit applicable to the original 
group and to the newly acquired com- 
panies. UK Optical have met that need 
within the body of the profit and loss 
account and have met it simply. 


Easily understandable 


Being a relatively uncomplicated com- 
pany, UK Optical can present its accounts 
in an easily understandable manner. 
Separated consolidated and parent balance 
sheets allow the presentation of each 
‘account to the left of a double page 
opening and notes to the right, as with 
the profit and loss account. UK Optical 
could. have put both group and parent 
balance sheet figures to a single narrative, 
but that would have involved ‘turning 
over’ the notes. ` 

Simplicity of style and clarity of 
presentation is carried through to the 
excellent ‘Group Summary 1968 to 1973’, 
the final section being something just that 
bit ‘extra’. The “Group Cash Flow’ with 
two-year comparison is also very much a 
cut above the normal run of reporting. 

The report’s cover picture of the head 
and shoulders of a pretty girl wearing 
“One of our latest fashion frames designed 


exclusively by Mary Quant for M. 
Wiseman & Company’ is not merely 
ornamental but makes it clear what UK 
Optical’s business is about. The Panel, it 
may be stated, was manfully unswayed 
by the touch of glamour! 

There was, however, appreciation of 
‘Salient Features’ immediately inside the 
front cover and a columnar graph showing 
earnings per share 1969 to 1973. Opposite, 
on page one, is the contents page and 
three more ‘head and shoulders’ examples 
of ‘most recent frames manufactured by 
United Kingdom Optical Co.’ 


Information , 
Pages ‘follow for the notice of annual 
meeting and the list of principal sub- 
sidiary companies; the next page gives 
information on directors and officials, 
and a further page on management gives 
the names of those concerned with the 
administration of the Ophthalmic Group 
in the UK and overseas, and the directors 
of the W. M. Still Group which is outside 
the ophthalmic industry and is concerned 
with ‘counter’ cooking, kitchen equip- 
ment,.and tea and coffee making equip- 
ment for the hotel and catering trades. 
After two pages of chairman’s state- 
ment, the report of the directors covers the 


next two pages and then come the ac-- 


counts, notes,. statement of accounting 
policies, and the auditors’ report running 
from pages ro to 17. Group summary and 
group cash flow follow — a page to each — 
and the report ends with some more 
pictures of the cover girl and her Mary 
Quant-designed frames. On the inside 
back cover is a map of the British Isles 
and. Continent showing the location of 
group factories and distribution centres 
in Europe, with finally, at the bottom, a 
E anzlysis of turnover outside 
the UK 

And that’ s all there is to it, but it is all 
done so simply with use of space and size 
of type that the fact that it is also ex-. 
tremely well done only gradually dawns 
on the reader. Expertise always makes the 
difficult look easy. ~ 


Room to breathe 


There may be some connection between- 


UK Optical’s main business and the 


` 


apparent concern throughout the report 
for clarity and legibility. Too often in 
company reports there are ahrupt changes 
of type size and a difficulty in reading 
some of the small print, particularly 
when coloured paper is used. UK Optical 
uses an off-white paper, with black ink 
for text and current figures, and green for 
main headings and comparatives. 

It was in fact criticism of type size and’ 
style that finally ruled out one of the short 
list of three for final consideration, and 
the close examination of the small print 
that ruled out another. Information and 
detail finally won the day for UK Optical. 

What the winning report and accounts 
show is that it is not necessary to go into 
paroxysms of PR to present a report that 
should satisfy customers as well as 


employees and shareholders in terms of 


information. It is merely necessary to be 
able to state figures and facts simply — 
and present them adequately and ‘with 
room to breathe’. 


Sturge Associates 


ITH the agreement of the auditors, 

Arthur Young McClelland Moores 
& Co, standard accounting practice for 
associated companies has not been adopted 
by John & E. Sturge, the Midlands 
chemicals concern. 

Commercial and financial policies of 
the associated concerns are not controlled 
by Sturge and the accounting principles 
of the Italian associated company, whilst 
complying with Italian law and practice, 
are not consistent with those of the 
United Kingdom with regard to the 
treatment of stock valuation, depreciation 
allowances and taxation charges. Further 
than that, because the associated com- 
panies do not publish half-year results and 
John & E,-Sturge do not control account- 
ing policy within the companies, ‘there is 
no assurance that half-year figures pre- 
pared would be consistent in principle 
with the annual audited figures or that 
they would be reliably available to meet 
the group’s timing of its half-year financial 
statement’. 

In their report the auditors, concurring 
‘with the board’s view that consolidation 
of associated companies’ results would be 


5 





misleading, state that ‘it has been found 
to be impracticable to restate the accounts 
of SpA Biacor (the major associate) from 
the records of that company. on a basis 
using United Kingdom. ‘accounting prin- 
ciples’. 

Associated companies’ sheres at cost 
stand-in the Sturge balance sheet at 
£331,193,, plus advances cf £44,435. 
During the year the Special Commission- 
ers found in favour of the Inland Revenue 
in its claim that the transfer of know-how 
in exchange for shares in am associated 
company gave rise to tax liabilities. 
Although an originally estimated £78,000 
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was reduced to £68,710, Sturge’s legal 


advisers may recommend taking the case - 


further, but £44,848 already paid’ on 
account of the claim has been debited to 


deferred taxation. If a further appeal is’ 
not made or is unsuccessful the total tax 


of £68,710 will be added to the cost of 
shares in associated companies. 


‘Compensation Costs 


NFLATION,. apart from presenting 
companies with pension maintenance 
problems, also creates problems of rising 
compensation costs. Reference is made in 
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The Cape Asbestos Company’s report 


to the change in the treatment of sums 


paid to past and present employees 
suffering from industrial diseases. Mr 
Ronald Dent, the chairman, comments 
that for many years the company has 
provided for sufferers from asbestosis and 
related disabilities by means of annual 
payments or by lump sums, and these 
charges have been absorbed into working 
costs, 

Due mainly to inflation and not, Mr 
Dent is pleased to say, to any recent 
increase in the numbers of people 
affected, these payments have.risen to a 











U.K. OPTICAL 
& INDUSTRIAL d 
HOLDINGS SALIENT. 
LIMITED FEATURES 
1973 1972 
£'000 £'000 
Sales outside Group 15,429 11,520 
Profit before taxation 1,724 1,197 
Profit available for Ordinary Shareholders 992 718 


Dividends 


INTERIM 4.5% (AN Gross)* Gross 118 Gross 118 














FINAL (proposed) 8-177%—Net (101£% Gross)* Net 213 Gross 284 
(to be paid on 21st August, 1573) ` 
Dividends per share 41p *3-9p 
Earnings per share 9-5p *6-9p 
*Adjusted for scrip issue in July 1972 
U.K. OPTICAL CONSOLIDATED 
& INDUSTRIAL PROFIT AND 
HOLDINGS LOSS ACCOUNT 
LIMITED © for the year ended 
31st March 1973 
Effect of 
Acquisitions 
(see note 7) 
1973 _1973 1972 
£°000 £°000 £7000 
1 
Group Salos 
Ophthalmic Group — 9,540 8,338 
Overseas Companies 1,285 2,544 1,185 
Still Group 837 3,345 4,997 
2,116 15,429 11,520 


Statement of Profit 
Group Profit before Interest Charges 





and Taxation (Notes 1-2) 260 2,009 1.319 
Interest Charges (Note 3) 138 285 122 

122 1,724 1,197 
Taxation (Note 4) 58 722 469 
Group Profit after Taxation 64 1,002 728 
Deduct; Minority Interests — 10 > 10 
Group Net Profit available for appropriation 64 992 718 


Appropriation of Profit 

Dividends Paid and Proposed (Note E) 
Interim gross 4.8, % 

Proposed Final—net 8-177% 


(Gross) 118 (Gross) 118 
(Net) 213 (Gross) 284 











331 402 
Retained in the Business 661 316 
992 718 
Earnings per Share (Note 6) 9-5p 6-Sp 





NOTES TO THE 











CONSOLIDATED 
PROFIT AND 
LOSS ACCOUNT 
1973 1972 
1 : Group Profit before Taxation £°000 £°000 
After charging: | 
Audit Fees 21 14 
Depreciation of Fixed Assets i 319 205 
Directors’ Emoluments—Fees $ 4 4 
Other Emoluments 46 42 
Non-recurring items ; 
Loss on overseas trade investment and debt 27 — 
Loss on exchange rate fluctuations — 44 
and after crediting : 
Profit on exchange rate fluctuations 35 — 
2: Emoluments of Directors. i 
(excluding Life & Pension 
Contributions) were: 
The Chairman 1 1 
The highest paid Director 16 12 
Other Directors : 
In Groups Number of Directors $ 
£0-£2,500 4 . 2 2 
£2,501-£5,000 - 7 - 
£5,001—£7,500 -~ 1 - 6 
£7,501-—£10,000 2 2 18 19 
g 44 40 
in addition, one employee in the United Kingdom 
received remuneration in Group £12,500-£15,000. 
3: Interest Charges 
On 64% Debenture Stock 38 38 


On mortgages 2 2 











Bank and other interest 245 82 
285 122 

4: Taxation 

Overseas’ Taxation 135 43 

Corporation Tax 521 384 
656 427 

Less: Double Taxation Relief 44 35 
612 392 

Provision for Deferred Taxation 110 77 
722 469 

5: Dividends 

The interim dividend was paid on 2nd April, 1973, less tax 

at 38-75%. 


Because of the introduction of the imputation system of 
Corporation Tax, the provision for final dividend is shown net. 


6: Earnings per Share 
The earnings per share for 1971/72 have been adjusted 
for the capitalisation issue in 1972, 





7: Acquisitions during year 

The amounts included in these accounts which are 
attributable to companies acquired during the year gre 
shown opposite. 





8: Overseas Profits 

There are no material amounts of profit earned overseas 
which cannot be remitted to ane United Kingdom under 
present legislation. ` 
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‘very substantial figure’. Consequently it 
was decided to provide a sum from 
reserves which, on present information, 
should be sufficient to cover all payments 
made from the beginning of 1973 onwards. 

Mr Dent says ‘there are many factors 
which make the assessment of the likely 
sum required very difficult, but after 
consultation with our auditors £1,700,000 
net of tax relief has been set aside’. All 
payments are now being charged against 
this provision of a gross £3,500,000. 

A note to the accounts states that had 
the former accounting basis for compen- 
sation been used, 1973 profits would have 
been reduced by some £600,000. 
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On the Fringe 


EDAR ` Holdings’ accounts to 

December 31st, 1973, are given a- 
report from the auditors, Coopers & 
Lybrand, rather akin to a medical report 
on a patient in an intensive care unit — 
provided the patient stays alive and all 
the apparatus works the position is 
‘satisfactory’. 

By agreement with the directors the 
examination of the accounts was primarily 
directed to the assets and liabilities of the 
bank and of the group at December 31st, 
1973, and the results for the six months 
ended on that date. A complete evaluation 
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HM D 
of the systems of internal control was not 
made and verification of the title to 
subsidiaries’ properties is still going on. 
. Coopers & Lybrand comment that 
there are uncertainties about amounts 
attributed to assets and liabilities turning 
on a number of factors. These include the 
point that the value of certain, assets 
depends on a resumption of banking 
operations; economic changes in the UK 
niay affect realisable values of investment 
properties and of security -held for 
advances; the outcome of an agreement 
between the institutions and Barclays 
Bank relating to financing CHE 


Otherwise. Së ; 
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CONSOLIDATED 








NOTES TO THE 








& INDUSTRIAL BALANCE CONSOLIDATED 
HOLDINGS SHEET BALANCE 
LIMITED 31st March 1973 - SHEET 
1973 1972 | 1: Fixed Assets Freehold Property Leasehold Property Plant and Machinery 
£000 £000 (short) 
Cost Depreciation Cost Depreciation Cost Depreciation 
£°000 ,£'000 Co £°000 = £°000 £7000 
K re at tstApril,1972 734 58 38 25 3,037 1,925 
Capital Employed New subsidiaries 456 147 89 2 540 232 
Fixed Assets (Note 7) i Capital əxpenditure 16 2 412 
E Grants received 34. 
Land and Buildings 1,094 689 | Disposals 74 51 
(ent and other Equi 1,46 1,112 | Depreciation for 
Plant_and other Equipment 5 thé year 8 A 310 
As at 31st March; 
` 2,559 1.801 | 1973 1,206 "211 129 30 3,881 2,416 
: Net Book Value 995 S 99 1,465 


Current Assets 


Strock and Work in Progress (Note 2) 


Debtors, Bills Receivable and 
Expenses Prepaid 


Bank Balances and Cash 








Less Current Liabilities / 


Bank Overdrafts and Acceptance Credits 
Creditors and Accrued Charges 

Taxation (Note 3) . 

Provisions for Dividends 





Net Current Assets 








Financed by 


Share Capital of U.K. Optical & Industrial Holdings 
Limited 


Reserves (Note 4) 





Debenture Stock and Loans (Note 5) 
Minority Interests 
Deferred Taxation 





> Notes: 
5,670 ~ 4,319 


| less depreciation. 
3,742 2,553 
case of Freehold Property. 


(i) Fixed Assets are shown at cost less depreciation, except ‘that certain assets within 
the Wiseman Group which were acquired prior to 1948 are shown at 1948 book value, 


(ii) Depreciation is based upon writing off cost in ten years or less, except in the 


(iii) Capital commitments as at 31st March, 1973, amounted to £92,000 (1972— 
£70,000) of which contracts had been placed for £77,000 (1972—£64,000).. 





estimated net realisable value. See note 3 , d a ës 





590 <21 
~ 10,002 7,593 
- 2:Stock and Work in Progress ` 
Stock and work in progress have been 
` consistently valued at the beginning,and 
4 206 1,380 end of the year at the lower of cost and 
2,278 1,636 | on page [636]. 
oe? : cos 3: Taxation 
331 284 | includes £529,000 Corporation Tax due 


on various dates during 1974. 








4: Movements in Reserves Capital Revenue (Goodwill) Total 
£°000 £°000 £'000— £000 
5,500 ‘3.681 | As at 1st April, 1972 1 2,333 226 =. 2,108 
: Retained Profit for the year ` 661 661 
Applied for Capitalisation issue 237 237 
8,059 5,482 | Goodwill arising on acquisitions 489 ` 489 
Exchange rate and minor adjustments. _ 13 3 10 
As at 31st March, 1973 14 2,754 7715 2,053 
> . : 5: Debenture Stock and Loans 1973 1972 
+ 2,602 2,365 £000 = £000 
2.053 2108 64% Debenture Stock 1976/80 208 208 
W 4 614% Debenture Stock 1984/89 400 400 
Mortgage Loans (Secured) 47 12 
4,655 4,473 | U.K. Government Loans repayable 1973/80 177 93 
2.973 P 43 Long-term bank loans 2,141 ~~ 
S 2,973 713 
200 200 The Debenture Stock is secured bya ` 
231- 96 | floating charge on the assets of the ` 
. Company and of its subsidiaries ` 
incorporated in the United Kingdom. 
8,059 5,482 - 


31st December, 1972. 


H 


6: Overseas Subsidiaries 

In order to avoid delay in preparation of 
S Group accounts, the financial year of 

2 overseas subsidiaries ended on 





‘ 


Assets and Liabilities of overseas 
„companies in foreign currencies have been 
converted into sterling at the rates’ ‘of 
exchange ruling on 31st Decéinber; 1972, 
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U.K. OPTICAL _ BALANCE ` 
& INDUSTRIAL - SHEET | SÉ 
HOLDINGS se ue 
LIMITED ` >> 31st March 1973 
i 1973 1972 
£000 £7000 
Capital Employed i 
- Interests in Subsidiaries - 
Shares and Deberitures, at cost (Note 1) 2,366 2,366 
Amounts due from Subsidiarles 4,637 2,433 
7,003 4,799 
Less: Ampunts due to Subsidiaries $ p oa 59 57 
p d "6,944 4,742 
Current Assets ` nu 
Debtors 3 1 
Cash ; 311 4 
ke 314 2 
Current Liabilities K 
Bank Overdraft and Acceptance Credit 260 350 
Creditors and Accrued Charges 27 28 
Taxation ` 18 23 
Provisions for Dividends (Note 2) 331 284 
i e 630 685 
, ' i i 6,528 4,059 
Financed by 
' Share Capital—Issued j ' 
Ordinary, Shares of 25p each, fully paid (Note 3) 2.602 > 2,365 
Reserves (Note 4) - ` 1,319 1,086 
2,921 3,451 
Debenture Stock (Note 5) . 608 608 
Long Term Bank Loans (Note 6) 2,099 — 
‘ ` 6,628 


4,059 
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' NOTES TO. THE — 
BALANCE `. ae 
SHEET $ 
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1: Interests in Subsidiaries 


The Company's subsidiaries as listed on 
page 3 are wholly owned, except for: 


U.K. Optical Bausch & Lomb Ltd. 
U.K. Optical Bausch & Lomb (Export) Ltd. 


M. Wiseman & Company Limited The Group holds 49% ofthe Ordinary Shares. 
200,000 34% (formerly 5% gross) These are non profit-making companies of - 
Cumulative Redeemable Preference Shares which United Kingdom Optical Co. Ltd. 

of £1 each are not owned by the Group. appoints the majority-of the Directors. 


H 


2: Provisions for Dividends 8 - £'000 
Provision for Interim dividend—gross 
{paid 2nd April 1973) 118 
Proposed final dividend—net A 213 
eege 

: W , 331 
a 

‘| 3: Share Capital—Authorised; `. - e Wi 

£3,000,000 _ Issued Share Capital: ` 


946,110 Ordinary Shares were issued to 
shareholders as a bonusissue in J uly 1972. 


10,407,210 Shares of 25p each £2,601 SES 


4: Movements in Revenue Reserves ‘ £000 
Balances at ist April, 1972 1,086 
Retalned Profit for the year 471 
Applied for Capitalisation Issue 237 
Capital Expenses 1 
a at ei 
Balances at 31st March, 1973 i 1,319 


5: Debentura Stock 


The Debenture Stock consists of £208,000 

64% Debenture Stock 1976/80 and l 
£400,000 64% Debenture Stock 1984/89 

and is secured by a floating charge on the 

assets of the Company and of its subsidiaries , 
incorporated in the United Kingdom. 


6: Long-Term Bank Loans 


One loan of £1,000,000 is secured by 
guarantees of subsidiary companies. 


7: Contingent Liabilities 

There are contingent liabilities not 

exceeding £725,000 (1972—-£61 2,000) 

in respect of guarantees given to third > 
parties for liabilities of subsidiary companies. 








mA. 
.G. C. D'ARCY BISS ‘ os 
IAN T. MORROW i ee ae ` , ` 
Directors ` i f d ` gé l 8 
SS STATEMENT OF 4. Deferred Taxation i 
ACCOUNTING ` Provision is made for any taxation which Is deferred because depreciation 
allowances for tax purposes exceed those shown in the company’s accounts. 
‘ POLICIES , Such provisions are written off on a straight-line basis aver the life of the 
relevant asset. 
Depreciation of Fixed Assets 


a S 
- Fixed assets are depreciated on a straight-line basis over their estimated 
useful lives except for freehold property, on which no depreciation Is 
provided. The estimated lives of other major groups of fixed assets for this 
purpose are as follows: 
Leasehold property -—The period of the lease 
Factory plant and equipment—Not more than ten years; 
tooling not more than sight years 
Vehicles —Four years 
Major additions or improvements to fixed assets are capitalised. 


Research and Development Expenditure 


Research and development expenditure i is written off in the year in which it 
is incurred. 


` 


3. Stock and Work in Progress 

(a) Stocks of materials ara valued at or below coit 

(6) Work in progress Is valued at cost according to the stage of production 
which it has reached, Including an appropriate addition for factory 
overheads. 

(c) Finished goods are valued at actual cost, including all factory and 
production overheads but excluding all administrative overheads and 
selling expenses. 

In certain companies where standard costing systems are in operation, 

standard cost is used as the basis of valuation except when variances are 

substantial, in which case appropriate adjustments are made to reflect the 
variances. 

Provision is made to reduce. redundant, excessive or obsolascent stacks to 

estimated net realisable value. 


D 
H 


Converston of Foreign Currencies 
Assets and liabilities and profits of overseas subsidiaries in foreign currencies 
are converted into sterling at the a of exchange ruling on 31st December, 


6. Consolidation Policy 
In order to avoid delay in preparation of group accounts, the financial years of 
overseas subsidiaries end at 31st December—3 months before the year-end of ` 
U.K. Optical & Industrial Holdings Limited. ` i3 ` 


` 





REPORT OF 
THE AUDITORS 


To the Members of U.K. Optical & Industrial Holdings Limited 





In our opinion, based on our examination and the reports of the Auditors of H 
certain Subsidiaries not audited by us, the Accounts and Notes set out on pages 


‘|. [634 to 637} together give, so far as concerns members of the holding Company, a 


true and fair view of the state of affairs of the Group on the 31st March, 1973, and: S 
of the profit for the year ended on that date and comply with the Companies Acts 
1948 and 1 967. K 


JOHN M. WINTER & SONS, 
Chartered Accountants. 
London. 


` Bth July, 1973. l a 
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HERE fs presently a noticeable 


difference — even contrast — 
between the statements being made 
by company chairmen in their annual 
reports and to annual meetings and 
the reports being made by company 
managements for the purpose of the 
CBI industrial trends survey. If could 
be, of course, that company chairmen 
in their annual reviews catalogue the 
pending and present industrial pitfalls 
and say that if these are avoided then 
1974 will be a reasonable enough 
year, while the management simply 
list the pitfalls and omit the hope. 

But it usually happens that events.so 
directly foretold are rarely so dire in the 
end. The CBI survey speaks of horrify- 
-ing cost: increases in the autumn: and 
hints at recession on one hand and 
raging inflation on the other. Company 
chairmen seem to be taking the view 
that things won't in fact be as bad as 

“that. 

In the stock market, equities — 
helped admittedly by a firm gilt-edged 
market — are following the chairmen’s 
line rather than the managers’, al- 
though there is not exactly any real 
driving force in the buying that 
pushes prices a shade better. i 

All thesame, the apparent split in view 
between chairmen’s statements and 
management reporting is intriguing. 
Possibly managers are attempting to 
bring home to the Government that 
‘something needs to be done’ and 
chairmen are banking on the pro- 
bability that ‘something’ will. 


SUPPORT 


A reduction in bank base rates.and an 
assumed possibility of a reduction in 
minimum lending rate to come have 
kept lower interest rate hopes alive, 
despite the continued increase in 
prime rates in the United States. 
Support for the gilt-edged market 
‘has been considerable and there is 
evidence that money is beginning to 
move beyond short dated and into 
medium dated issues. When the Bank 
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of England is able to sell gilts in 
quantity, the City always feels better. 
It would feel better still if it could be 
sure that the right money is going into 
gilts — money that might stay there. 

Undoubtedly the biggest inter- 
national problem now to be wrestled 
with is simply money. ‘Petro-dollars’ 
in abundance seek remunerative em- 
ployment, but on the other side of the 
petro coin there is the danger of the 
introduction of credit ratings for coun- 
tries needing to borrow — as the UK 
has borrowed — to cover the ‘petro 
gap’. The City, which has just about 
brought a fringe bank problem under 
control and is having to cope with a 
fringe property problem, shudders at 
having to face a ‘fringe country’ bale- 
out operation. 

The currency mechanics of paying 
for Middle East oi! at present prices 
are of greater consequence than the 
level of prices themselves. The UK 
proposal that the IMF should effec- 
tively be both the ‘petro buyer’ and 
the ‘petro dollar’ banker does not 
appear to have won immediate ac- 
ceptance. 
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‘ SURVEILLANCE 


Closer surveillance of Stock Exchange 
firms was written firmly into Mr 
George Loveday’s statement with The 
Stock Exchange’s 1973-74 accounts — 
the first, incidentally, in fully con- 
solidated federated Stock Exchange 
form, complete with inflation account- 
ing exercise. Mr Loveday, chairman 
of The Stock Exchange, said that in 
the past year the Council had used its 
powers to examine firms’ financial 
positions more frequently than ever 
before but he also indicated that the 
trend will continue. l 

The Council is considering further 
methods of examining still more closely 
and more often the financial affairs of 
firms since the need to do so was 
shown by the action taken in the past 
year. The £1,200,000 Compensation 
Fund is facing demands via four 
stockbroking failures and there is 
every likelihood that before the current 
financial year is out, Stock Exchange 
members will find themselves called 
upon to replenish the fund, even 
though a demand for £100 a member 
was met last March. > 


Rates and Prices. 
Closing prices, Monday, May 13th, 1974 


Bank of England Minimum Lending Rate 


Money Rates 


July 20,1973 .. 9% Jan.4,1974 ..129% Dam de .. 9 ~112% Bank Bills 
July 27,1973 ..114% Feb:1,1974 ..123% 7days 9 ~113% 2months 13g ~144 
Oct.19,1973 ..113% Aprif5,1974 ..123% Fine Trade Bills 3months 13% ~144 
Nov.13,1973 ..13 % April11,1974 ..12 % 1month .. 134—141% 4months 133 243. 
. mad 2months .. 133-141% 6months 13§ 243 
3months .. 13§-145% 
Finance House Base Rate 
May 1st, 1974. 15% Three Months’ Rates 
Local authority deposits .. . 1334-138 % 
2 Local authority bonds 1234 -113 % 
FT Industrial Ordinary Index Sterling deposit certificates 134 ~133 % 
May 13th, 1974. 299-0 Euro-sterling deposits 153 -157 % 
Euro-dollar deposits 113 -114 % 
Treasury Bills — Foreign Exchanges 
Mar.8 .. £11-9461% April11.. £11-4688% New York.. 2-4305 Frankfurt .. 5:8225 
Mar15 .. £11-9124% Aprii 19.. £11-4561% : Montreal .. 2-3365 Milan .. 1508-00 
Mar.22 .. £11-9649% April 26.. £11-4830% Amsterdam 6:1450 ` Oslo 12-6150 
Mar. 29 .. £11-9815% May3 .. £11-4664% Brussels .. 90-2000 Paris 11-7050 
April§ .. £11:6518% May10 .. £11-4594% Copenhagen 14:0500 Zürich 6-8950 
Gilt-edged 
' Consols 4% .. 5 gi Se . 29 Treasury 9% 1994 .. 674 
Consols 24%.. d D a 1. 17% Treasury 84% 84-86 753 
Conversion 34% .. ws sg 254 Treasury 84% 87-90 Sa D .. 652 
Conversion 54% 1974 .. Ss 99-8 Treasury 64% 1976 as sia . 90 
Funding 33% 99—04 3 Sa . 30% Treasury 34% 77-80 e dë +. 70 
Funding 54% 78-80 ‘es ox eg 743 Treasury 33% 79--81 Se Sé -. 68% 
Funding 54% 82-84 .," o oa ok 654 Treasury 5% 86-89 es Se ca 60 
Funding:52% 87-91 Ws. ae , 52 Treasury 54% 08-12 aa ie . 414 
Funding 6% 1993 .. as . 514 Treasury 24% d es sie - 17% 
Funding 63% 85-87 vi 614 Victory 4% .. we ia S . 96 
Savings 3% 65-75 .. SS .. 933 War Loan 34% 244 
Retail Price Index (Jan. 1962=100) 
Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec 
1971 147-0 147-8 149-0 152-2 153-2 154-3 155-2 155-3 155-5 156-4 157-3 158-1 
1972 159-0 159-8 160-3 161-8 162-6 1637 164-2 165-5 166-4 168-7 169-3 170-2 
1973 171:3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 181-3 185-4 186-8 188-2 
1974 , 191-8 195-1 196-8 : 
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‘SOCIAL SECURITY ACT’ — ‘RECOGNITION’ — “STATE RESERVE SCHEME’ 


COMPLETELY. INDEPENDENT PROFESSIONAL ADVICE ON PENSION PLANNING 


Is AVAILABLE FROM ANY MEMBER OF THE 


ASSOCIATION OF CONSULTING ACTUARIES ` 


D 


List of member firms available 
from the Association 


H 
x 


Metropolis House 
39/45 Tottenham Court Road ` 
‘London W1P OJP a 


Telephone 01 —636 7777 


The value of 
your property 


Does your company commission a 
valuation of its property assets 
regularly ? 


The joint working party ofthe - 
Institute of Chartered Accountants in 
England and Wales and the Royal 
Institution of Chartered Surveyors 
thinks that it should. It recommends 
that “directors should consider the 
‘advisability of having independent 
valuations carried out regularly, and 
preferably at intervals of three to five 
years”. Even more frequently for 
property companies. 


With asset stripping such a Common 
party of business life, isn’t it wise to 
pay attention to your properties ` 
before someone else does ? 


Debenham Tewson 
& Chinnocks 
Chartered Surveyors 


Bancroft House Paternoster Square 
London EC4P 4ET ; 
Telephone 01-236 1520 Telex 883749 


28 Grosvenor Street London W1X SFE 
Telephone 01-499 9152 


Cardiff Kingston and Richmond 


international offices 
Paris: Frankfurt Sydney Toronto 
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Yes, there is a totally secure, high performance investment. Standard Life. 
Peace of mind for you. And for your client. 





As an adviser, with your 
client totally dependent on 
your judgement, you can’t 
afford to take any chances. 
Any more than your client ` 
can afford to take a low-return. 

It’s a problem. Because 
most safe investments aren’t 
too profitable. And most 
highly profitable investments 

` entail risk. Except one. 

A Standard Life policy. 

< Standard Life, with assets 
of £1,000, 000,000; is the 
country’s largest; most 
consistently successful, 
mutual assurance office. It 
gives your client total security, 
excellent life cover and a first- 
class return on his money. 

Now what more could he 
ask of you? 


Ai 
D 
H 
Í 


| 


ai SE 


ës 


With profts endowment assurances taken out 
at age 30 and maturing after Ist March, 1974. 


1,000 
Policy 
effected in 


Term in 
years 


Total Net è 
Outlay | £887 | £880 | £894 | £930 


Amount 
Paid 
in 1974 1£2,742|£2,258 $i ,8501£1,461 











The net outlay figures assume that income tax 
was paid at.the appropriate standard rates. All 
figures relate to policies fee in the U.K. 





For peace of mind. 


Established 1825. Assets exceed $1000000,000. 
Head Office: 3 George Street, Edinburgh. 
Branches throughout the United Kingdom 
and the Republic of Ireland. 
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PROVISIONAL STATEMENT. OF STANDARD ACCOUNTING PRACTICE 





-= Accounting for Changes in the 


_ Purchasing Power of Money 


$ 


X 


The statement which follows differs from conventional statements of 
‘standard accounting practice in that it is ‘provisional’, that is, it does not involve 


a binding obligation to disclose and explain in annual accounts departures from 
the procedures contained in it, nor does it oblige auditors to megtion such 
departures In their report. However, there is general recognition that 

financial statements adjusted for the effects of inflation are essential for. 
efficient management and it is in the interest of shareholders that they 


‘should be provided with that information by the directors. ` 


. Itis believed that the procedures outlined in this statement will receive substantial 


support from major companies. 


In this statement, references to ‘standard’ mean ‘provisional standard’ throughout. 


— 


PART 1- Explanatory Note 


NFLATION, which is the decline i in the purchasing power of ` 


money as the general price level of goods and services rises, 
affects most aspects of economic life, including investment 
decisions, wage negotiations, pricing policies, international 
trade and government taxation policy. 


2. When the annual rate of inflation appears low, there is a 
tendency. for business undertakings to regard the problem as not 
serious enough to warrant any action. Nevertheless, over a 
period of years even a modest rate of progressive inflation can 
have a significant cumulative effect if there are assets and 
liabilities with lives extending over a number of. years. When 
the annual rate of inflation rises to a persistently -significant 


level, business undertakings become more aware of the problem - 
and there is a demand, such as we are experiencing now, for 


‘action. 


3. It is important that managements and other users of finan- 
cial accounts should be in a position to appreciate the effects of 
`- inflation on the businesses with which they are concerned — for 

example, the effects on costs, profits, distribution policies, 
dividend cover, the exercise of borrowing powers, returns on 
funds and future cash needs. The purpose of this statement is 
the limited one of establishing a standard practice for demon- 
strating the effect of changes in the purchasing power of money 
on accounts prepared on the basis of existing conventions. It 
does: not suggest the abandonment of the historical cost, con- 
vention, but simply that historical costs should be converted 
from an aggregation of historical pounds of many different 
purchasing powers into approximate figures of current pur- 
- chasing power and that this information should be given in a 
supplement to the basic accounts prepared on the EE 
basis. 


SEN 
While it is desirable that al companies should provide 
e ape on the effects of inflation it is recognized that: 


(a) such information is probably of greater significance in the 
case of listed companies; 


` (b) the work involved i in producing the information, although 


\ 


not great, 


may "be Geer heavier for smaller 
companies; S 


. (c) there is a need to E the work of introducing inflation | 


adjusted accounts, which is likely to be greater initially 


than when once established, so as not to overload the 


accounting resources of companies generally. 


” ` Accordingly, the practice described in this statement, whilst `’ 


recommended for all companies, is to be regarded as standard 
initially only, for the annual accounts of listed companies. 


5. The first presentation of the supplementary statement 
required by this standard or of figures derived therefrom, should 
be in the company’s annual accounts. Interim accounts or the 
preliminary announcement of the results for the year are not 
suitable places for the first presentation of .such figures as 


they do not provide an adequate opportunity to explain their ` 


significance. While’ the standard applies only to the annual 


accounts of listed companies it is desirable, where practical 


and as the relevant figures become available, that’ the practice 


of providing this supplementary information should be extended - 


to include other financial statements such as interim accounts, 
preliminary announcements of figures for the year, ten-year 
summaries, profit forecasts and Prospectuses: i 


The historical cost convention 


6. The annual accounts of companies are prepared substantially 
on the basis of the historical cost of the items dealt with. In 
addition, some companies periodically revalue some of their 
assets to current values. T'he effect is that items are recorded 


in terms of the purchasing power of the pound at the date when - 


the asset was acquired or revalued, the liability was- incurred, 
or ‘the capital obtained. e 


7. This convention has the advantage that the recorded ` 
historical cost is derived from factual monetary transactions, and 


its use helps to limit the number of matters within the accounts ' 


_ Which are subject to the exercise of judgement. However, that 


advantage i is impaired where the purchasing power of the mone- ` 


tary unit used changes significantly over a period of years. The 


‘need to show the effect of inflation on conventional accounts bas 


become of pressing importance. 
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The need for supplementary information 


8. The purchasing power of the pound, in common with other 
currencies, has altered materially, and in recent years the rate of 
change has increased..There is clearly a need to reflect the 
effects of such changes in accounting statements but there is’ 
debate about the best method of achieving this object. 


g. ‘It has been suggested that readers of annual accounts can 
make sufficient and suitable mental adjustments for the effects of 
changes in the purchasing power of the. pound. Such adjust- 
ments, however, can be no more than crude estimates because: 
(a) the rate of change in the purchasing power of money has 

not been constant; f i ES 
(b) the effect of change in the purchasing power of money will 
vary between companies according to: 
(i) individual ratios of monetary to non-monetary items 
_ (for an explanation of these terms see paragraphs 14 
to 19 below); and 
(ii) different patterns over the course of time in the ac- 
quisition of assets, incurring of liabilities and raising of 
capital. f 


- 10. Most users of annual accourts outside a company will not 
be in a position to make the required adjustments for themselves. 
Only the directors of a company are in a position to provide 
suitable information to enable users of accounts to understand 
the effects of inflation on the results and financial position. 


The proposed method compared with 
other methods i 


11. The method proposed in this statement (the ‘current pur- 
chasing power’ or ‘CPP’ method) is concerned with removing 
the distorting effects of changes in the general purchasing 
power of money on accounts prepared in accordance with 
established practice. It does not deal with changes in the relative 
values of non-monetary assets (which occur also in the absence 
of inflation). It should therefore be distinguished from methods 
of ‘replacement cost’ or ‘current value’ accounting which deal 
with a mixture of changes in relative values and changes due to 
movements in the general price level. (Detailed comment on 
the differences between CPP and replacement cost accounting 
is given in Appendix 1) [mot reproduced]. 


. Summary of the principal aspects of the 
statement of standard accounting practice 


12. The main features of the standard are: 


(a) companies will continue to keep their records and present 
their basic annual accounts ir: historical pounds, i.e., in 
terms of the value of the pound at the time of each trans- 
action or revaluation; 

(b) in addition, all listed companzes should present to their 
shareholders a supplementary statement in terms of the 
value of the pound at the end of the period to which the 
accounts relate; 

{c) the conversion of the figures.in the basic accounts into the 
figures in the supplementary stazement should be by means 
of a general index of the purchesing power of the pound. 

(d) the standard requires the directors to provide in a note to 
the supplementary statement an explanation of the basis 
on which it has been prepared and it is desirable that 

` directors should comment on the significance of the figures. 


` \ 

13. The form of the supplementary statement is a matter for 
the directors of the company to decide, provided that they 
conform to the standard accounting practice (part 3 below). 
There are a number of ways in which the information required 
may be shown. An example of a possible présentation is given 
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in Appendix 2 [not reproduced]. This example includes some 
ratios as the effect of changes in the purchasing power of the 
pound on them may be even more significant than on the under- 
lying absolute figures. , 


Monetary and non-monetary items 


14. In converting the figures in the basic historical cost accounts 
into those in the supplementary current purchasing power 
statement a distinction is drawn between: 


(a) monetary items; and š 
(b) non-monetary items. 


15. Monetary items are those whose amounts are fixed by 
contract or otherwise in terms of numbers of pounds, regardless 
of changes in general price levels. Examples of monetary items 
are cash, debtors, creditors and loan capital. Holders of mone- 
tary assets lose general purchasing power during a period of 
inflation to the extent that any income from the assets does not 
adequately compensate for the loss; the converse applies to 
those having monetary liabilities. A company with a material 
excess on average over the year of long- and short-term debt 
(e.g, debentures and creditors) over debtors and cash will 
show, in its supplementary current purchasing power state- 
ment, a gain in purchasing power during the year. This is a 
real gain to the equity shareholders in purchasing power but it 
has to be appreciated that there may be circumstances in which it 
will be accompanied by a dangerously illiquid situation or by 
excessively high gearing, and for this reason any suçh gain 
should be shown as a separate figure. i 


~ 


16. It has been argued that the gain on long-term borrowing ` 
should not be shown as profit in the supplementary statement 
because it might not be possible to distribute it without raising 
additional finance. This argument, however, confuses the 
measurement of profitability with the measurement of liquidity. 
Even in the absence of inflation, the whole of a company’s 
profit may not be distributable without raising additional 
finance, for example because it has been invested in, or ear- 
marked for investment in, non-liquid assets. 


17. Moreover, it is inconsistent to exclude such gains when 
profit has been debited with the cost of borrowing (which must 
be assumed to reflect anticipation of inflation by the lender 
during the currency of the loan), and with depreciation on the 
converted cost of fixed assets. . 


18. Non-monetary items include such assets as stock, plant 
and buildings. The retention of the historical cost concept (see 
paragraphs 6 and 7) requires that holders of non-monetary 
assets are assumed neither to gain nor to lose purchasing power 
by reason only of changes in the purchasing power of the pound 
(but see paragraphs 2r and 22 below). 


19. The owners of a company’s equity capital have the residual 
claim on its net monetary and non-monetary assets. T'he equity 
interest is therefore neither a monetary nor a non-monetary 
item. ` 


The conversion process 


20. In converting from basic historical cost accounts to supple- 
mentary current purchasing power statements for any par- 
ticular period: l 
(a) monetary items in the balance sheet at the end of the period 
- remain the same; i 
(b) non-monetary items are increased in proportion to the 
inflation that has occurred since their acquisition or re- 
valuation (and conversely, reduced in times of deflation). 


21. In the conversion process, after increasing non-monetary 
E: 
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items by the amount of inflation, it is nécessary to apply the test 
of lower of cost (expressed in pounds of current purchasing 
power) and net realizable value to relevant current assets, e.g., 
stocks, and further to adjust the figures if necessary. Similarly, 
after restating fixed assets in terms of pounds of currentpurchasing 
power, the question of the value to the business needs to be 
reviewed in that context and provision made if necessary. Other 
matters that will need to be considered include the adequacy of 
the charge for depreciation on freehold and long leasehold 
properties and whether it may be necessary to include in the 
deferred tax account in the supplementary statement, an amount 
for the corporation tax (in the Republic of Ireland, income tax 
and corporation profits tax) on any chargeable gain which would 
arise on a sale of the assets at the date of the balance sheet at the 
amount shown in the supplementary statement. 


- 22. In applying these tests, and during the whole process of 

conversion, it is important to balance the effort involved against 
the materiality of the figures concerned. The supplementary 
current purchasing power statement can be no more than an 
approximation, and it is pointless to strive for over-elzborate 
precision. 


Index to be used- 


23. In the United Kingdom there are a number of indices which 
might be taken as indicators of changes. in the general pur- 
chasing power of the pound. For the post-war years they include 
the following: 


(a) the gross domestic product (GDP) deflator; 
(5) the total final expenditure (TFE) deflator; 


(c) the consumers’ e 
referred to as the consumer price index); 


Idi the general index of retail prices (RPI). 


24. The choice between these indicators is in principle quite 
finely balanced. The first reflects changes in total home costs 
and the second changes in the prices of total final output 
(including investment goods and exports). But changes in the 
purchasing power of the pound are, as in this statement, more 
often conceiyed in relation to the purchasing power of money 
spent by individuals on the goods and services purchased for 
their own personal use and for this reason indicators of the third 
or fourth type are considered to be more appropriate. The RPI 
has certain practical advantages over the CED: unlike the CED 
it is not subject to retrospective revision and it is available 
monthly by about the middle of the following month (the CED 
ig an annual index available in March of the following year). 
For these reasons it has been decided that for periods covered by 
the RPI in its present form (De, since the beginning of 1962) 
the indicator to be used should be the RPI. 


25. On the basis of a recommendation from the Central 
Statistical Office, the use of the following indices is specified 
for the relevant periods: 

for periods up to end-1938, the Ministry of Labour cost of 

living index; 

for periods between end-1938 and end-1961, the consumers’ 

expenditure deflator; 

for periods from 1962 onwards, the general index of retail 
_ Prices. 

Figures for these indices spliced together to form a con- 
tinuous series will be found in Appendix 4. The figures quoted 
are annual averages and as the financial year-ends of companies 
vary an index number will be required for each month-end. An 
adequate approximation can be obtained by using an appropriate 
index of retail prices to adjust the annual index. Appropriate 
retail price indices for each month from’ December 1914 to 
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December 1966 will Be “found in Method of Construction and 
Caiculation of the Index of Retail Prices (Department of Employ- 
ment and Productivity, HMSO). Figures for later months 
may be obtained direct from the Central Statistical Office, or 
from the Monthly Digest of Statistics (obtainable from HMSO), 


_or Trade and Industry (published by the Department of Trade 


and Industry and also obtainable from HINDS): 


26. In the Republic of Ireland, thè general index of retail 
prices should be taken to refer to the quarterly Consumer 
Price Index compiled by the Central Statistics Office, Dublin’ 
The four separate index series, which have been compiled since 
1922, have been linked together to form a continuous annual 
average series (base January 1974100). The Irish Consumer 


‘Price Index may be obtained directly from the Central Statistics 


Office, Dublin, or from the Irish Statistical Bulletin (obtainable 
from the Government Publications Office, GRO Arcade, 

Dublin 1). The method of calculating the current index (basé 
November 1968= 100) is described in the Irish Statistical 
Bulletin, March 1969.: Where a company’s year-end falls at a 
date other than that to which the index is compiled, it will be 
necessary to interpolate or extrapolate the values of the index to 

approximate to the value at the company’s year-end, i 


. Overseas subsidiaries and associates 


27. It is possible that some companies may experience difficulties 
in obtaining the information necessary to produce the current 


. purchasing power supplementary statements from some of their 


overseas’ subsidiaries ‘or associates. In such ‘cases, directors 
will have to weigh the materiality of the items concerned against 
the cost of obtaining the necessary information. The reasons 
for the treatment adopted and the magnitude of the items in- 
volved should be disclosed in a note to the supplementary 
statement. i 

7 


PART 2 — Definition of terms 


28. Monetary.items are assets, liabilities, or capital, the amounts 
of which are fixed by contract or statute in terms of numbers 
of pounds regardless of changes in the purchasing power of the 
pound. 


29. Non-monetary ieni are all items which are not monetary 
items, with the exception of the total equity interest (i.e., share 
capital, reserves and retained profits). The total equity interest is 
neither a monetary nor a non-monetary item. 


, 30. Conversion is the process of translating figures from his- 
torical pounds to pounds of current purchasing power. 


31. Updating is the process of translating figures of an earlier 
accounting period from pounds of current purchasing power at 
one date to pounds of current purchasing power at another, 
later, date. 


32. Basic accounts are those prepared substantially in ac- 
cordance with established conventions on the basis of historical 
cost and include those in which some or all fixed assets have been 
revalued and/or some or a current assets are shown at estimated 
realizable value. 


33. A listed aon is one which has some or all of its 
securities admitted to the official list of a recognized stock 
exchange. A recognized stock exchange has the meaning given 
to it by the Companies Act, 1967 (De, ‘any body of persons 
which is for the time being a recognized stock exchange for the 
purposes ofthe Prevention of Fraud (Investments) Act 1958’) 
together with the Belfast Stock Exchange, which is recognized 
under the Northern Ireland Prevention wë Fraud (Investments) 
Act 1940, and) any atock exchange prescribed by: fhe Minister 


"4 


D 


D . , e 


for Industry and Commerce of the Republic sf Ireland nder 
the Companies Act 1963 r present | this is the Stock EE - 
Irish). 


PART. 3- Provisional standard accounting 
practice’ © = 


Scope of this statement ` S 
34. This accounting standard applies to the published annual 


. accounts of listed companies. But the method of presenting the 


+ 


H 


he i 


effects of changes i in the purchasing power of money which is- 
described is capable of application to every type of business, and . 
-its general adoption’ is recommended as good practice in the’ 
interests of more informative reporting. 


Accounts to be restated ina supplement 


35. All accounts laid before the menibers of listed companies in 
Se meeting should: be supported by a supplementary state- 
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ment showing i in terms of nuE of purchásing power at the. 
end of the year to which the accounts relate the financial position. 


at that date and the results for the year. 


36. The supplementary statement should be prepared by ` 


converting the basic accounts by the application of a general 


index of prices as described in paragraph 40. The supplementary 
statement. need not give a converted figure for each item in the 
basic accounts but may be in reasonably summarized form. The . 
supplementary statement should contain separate figures, if ` 
material, for depreciation and for the loss or gain on holding ` 
monetary items (e, the net loss or gain in purchasing power .. 
resulting. from the effects of inflation on the company’s net 

monetary assets or-liabilities).. . 


37. In the case of a listed ‘holding company presenting group E 


_ accounts in the form of consolidated accounts, the supplementary 


statement need deal only with the consolidated accounts. 
38. ae supplementary statement should contain a note 


i Ae ki 


‘This appendix i is for general guidance ‘and does not form part SE the provisional statement of standard accounting practice. 
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= . ` Percentage ` 
PS ` increase % (decrease) 
Leg DE 3 over the 
Year’ . on Index previous year Factor* 
IOIA .. oe, rrr | — 8-84 ` 
I9I5 ii 13°7 23 7°16 
M1916 e, , 162 18 6:06 
"org we woe 19°6 ER Sot 
r918 . 22'6 15 4°34 
_1919 23°9 6 4°10 
1920 277 ` r6 3°54 
1921 `.. 25°1 (9) 3°91 
1922... . C. 20°4 (19) 4°81 
1923... ee 19°4 (5) 5°06 
1924 .. °° 2. 19°5 I 1 5°03 
1925 ` rop I Sot 
1926 - Igri ` "GG 514 
1927 187 | (2) 5°25 
1928 HH: Di 5°30 
1929... _ 182 (1) 5°39 
1930 no ~- I6 (4) ` 5°57 
1931..." 16:4, (7) 5°98 
1932 ..'?. 16-0 (3) 6°13 
DEER 15°6 (3) 6:29 
1934 15°7 I 16°25 
1935 H I 6°17 
1936 164 3 5°98 
1937 17°2 5 5°70 
£938 174 1 5°64 


*The factor by which expenditure would have to be multiplied 
to convert it into pounds of current purchasing power at December 
31st, 1973. 

Notes 


I. Although the retail price index for a month relates to a point 
in time within the month, for all practical purposes it can also be 


` taken as being the. index at the end of the month. 


2, It is not suggested that companies will need to analyse their - 
_ experiditure on fixed assets as far back as 1914, but the index 
has been provided to assist those companies’ who may in ex-- 


_ ceptional circumstances require an index that far back. 


3. If an ‘index number is required for any-month from January 
1974 to date On use the relevant general index of retail prices (see 


_ paragraph 25 for sources of this index). For example the general 


index of retail prices for February 1974 Ze rot, - 
, 4. To ascertain the index number for any month prior to J anuary 


~ b ON 


AN INDEX OF PRICES OF CONSUMER -GOODS 2ND SERVICES (JANUARY 1974= 100} 


u 1967 


‘Annual ‘index for 1959 (from this appendix) (January _ 


Percentage 
par increase over the 
Index 


H 


Year 


: previous year Factor* ` 
1946 29°4 pie oe " 3°34 
IQ47 .6 0 .. 31°4 6:8 “312 

19048 e, EENS 76 2'90 
1949 .. di 34°6 2°4 2°84 
1950 356. zg 276 
1951 38°8 go 2°53 
1952 41-2 6-2 2°38 
1953 419 0-7 2°34 
1954 42°6 Dei 2°30 . 
1955 Kéi 35 2°22 
1956 46-0 43. 1 213 
1957 47°5 3°3 2°07 
1958 48:8 27 s Zort 
1959  ». 49°1 Gë 2°00 
1960 .. 49°6 ro r98 - 
1961 et,’ Stro , 28 1'92 
1962 .. ` .53°0 20 1°85 
1963 54°0: r9 r82 . 
1964 55°8 3°3 r76 |, 
1965 .. 584 “ANT , 168 
1966... | 60:7 3°9 1°62 

-62°3 2°6 1°57 
1968 ; 65:2 4°7 Leo 
1969 S 68-7 5'4 1°43 
1970 KEN 64 ` 134 
I97ï 80-0 9'4 1°23 
1972 85:7 yı r14 
1973 93°5 EN: 105 
1973. (December e ‘ 
318t) 981 — Loo 


1974 divide the annual index for the relevant year given in this 


` appendix by the average retail price index for the same year and 


multiply the result by, the‘retail price index for the desired month. ; 
For example, to ascertain index for March 1960: 


1974. = 100) 496 | 
_ Average retail price indek for igo (from “Method F Con- 
struction and Calculation of the index af retail Prices) b 
(January 17th, 1956 =100) e a E we. 106 
Index of retail prices for March’ 1960 i IIO . 
Therefore index for March 1960 q my 1974=100)= = 
(49° 6+ 110° Syste , " 493 


\ 












ment. 







Index to be used 


` (a) in the United Kingdom: 


of living index; ` 








sumers’ expenditure deflator; 


‘for periods from 1962° onwards, the general index of 
retail prices based on January 1974 = 100. 
(6) in the Republic of Ireland, the official consumer price 


: index: 


At ‘The figure for the index at the beginning and end of the 
accounting period and the date of the base of the index should 
o be shown in a note to the supplementary statement. 


Accounting for Social Responsibilit 


Watershed for the Profession 


ning the method of conversion used including the treatment 
of accounts originally prepared in foreign currencies. 


30. The auditors should report on the supplementary state- 


o. The index to be used in the conversion process should be: 


for periods up to end-1938, the Ministry of Labour cost 


` for periods between. end-1938. and end-1961, the con- 
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NTRODUCING last Friday’s seminar on the theme of ‘Social Responsibility — 
_ | Who Pays?’ at Chartered Accountants’ Hall, the President of the English Institute, 
¿Mt E. Kenneth Wright, M.A., F.c.a., described it as ‘a watershed in the development of 





new 


ideas of social responsibility’. The aim of the seminar was to propagate the seeds 


` of some new thinking, though it might be years before the results were discernible. 





- A weakness of the concept of social responsibility is that it invites subjective 


definition. The President identified several areas for future study: questions of need 


and enforcement; the sharing of cost; 
and how that cost should be measured. 
‘The need for social responsibility is 
accepted.without debate’, Mr Wright 
said, “but for every credit there is a debit’. 
In a competitive society, he thought it 
` unreasonable to leave the final decision to 
_ the entrepreneur. 





No conflict 
Following the President’s introduction, 
Mr R. M. Bateman, M.A., chairman of 
Turner. & Newall Ltd and now 
President of the CBI, saw no reason why 
industry should not have a conscience. 
The combined conscience at the top of 
the company, he suggested, would emerge 
as the conscience of that company. 

» He dismissed as nonsense the thought 
that industry could pursue profit maxi- 

. -Mization regardless of society; he saw 
„profitability and social responsibility as 
complementary rather than as alterna- 
tives. High reported profits were the 
result, and not the cause, of inflation; in 
real terms, industrial profits had been 
declining since the 19508, and the recent 
Budget contained arbitrary powers which 
would depress them still further. 

Nor was there any conflict between 

social obligations and the desire to make a 








profit in the field of employee relations. 
Employees had a right to be informed 
and to make their voices heard on matters 
which concerned them, and good in- 
dustrial relations would pay off in terms 
of higher productivity and fewer inter- 
ruptions. 

Society, Mr Bateman concluded, was 
dependent upon the profitability of 
industry; the size of the cake mattered 
more than its division, and one of the 
most valuable services which accountants 
could perform was the adequate reporting 
of profits in real terms. Locking industry 
into a strait-jacket would do nothing to 
improve the quality of life. 


Union responsibility 


Mr A. W. Allen, c.8.£., President of the 
Trades Union Congress, stressed the 
increasing demands of workpeople for 
something more than a pay packet, and 
the unions’ legitimate interest in the 
content of the job as much as in its 
rewards. He saw no theoretical limitation 
to the trade unions’ first loyalty — the 
protection and advancement of the 
interests of their members. 

Employees had little individual power 


Corresponding amounts 


42. In all supplementary statements, except the first, prepared in _ 
accordance with this standard, all corresponding amount 

shown for the preceding year should be ‘updated’ (see definition 
paragraph 31) so that they are restated in terms of the purchasin 
power of the pound at the end of the year under review. 


43. It is not necessary to provide corresponding amounts i 
the first supplementary statement produced in accordance with 
this standard, but their provision is recommended. ES 


Date from which effective 


44. While this standard is provisional and not of bindi 
effect, it should nevertheless be regarded as persuasive. 
content and the member bodies of the ASSC strongly reco: 
mend its adoption in accounts as soon as possible and preferably 
not later than the first accounting period beginning after June 


[Appendices 1 to 3 not reproduced. | 











































to influence decisions, and the individua 
worker as ‘a small part in a large an 
impersonal machine’ was vulnerable t 
changes in technology. Mr Allen favoures 
the prospect of legislation — possibly i 
the context of a future Companies Bill 
to compel management to give advance 
notice of closures and possible redun 
dancies, and to consult with their em 
ployees on such matters as investment 
reorganization or merger policies. | 
reform of company law to provide som 
form of accountability to employees an 
consumers, he contended, was Jon 
overdue. 

Further, the whole community was: at 
present underwriting the financial liabilit 
for safety at work. Employers with a po! 
safety record were in effect subsidized 





Mr A. W. Allen presents the trade union view 



























-safety would be more closely studied. 






PLA experience . 


“The third speaker, Mr John Lunch, 
VRD, FCA, Director-General of the 
Port of London Authority and a member 
f the Institute’s Council, reminded 
members that ‘Every effective manager 
must work with people.’ He saw a real 
and wide concern for people as a necessary 
part of management thinking. 

Over the past 15 years, he continued, 
the PLA’s policy of persuasion, co- 
operation, co-ordination and control had 
had a remarkable effect on improving the 
condition of the tidal Thames. This was 
one of Britain’s success stories, and at the 
ast count 73 species of fish had been 
“identified in a river that had once been 
fit only for eels. The total cost of im- 

ovements in effluent disposal and 
imilar projects was estimated at £65 
million over the 15 years — about 33 
pence per head of London’s population 
per annum, ‘a very small sum for this 
benefit’. 
Speaking of the recycling of waste 
materials, Mr Lunch stigmatized the 
“present age as ‘a most wasteful genera- 
tion’. Companies were disposing of 
“mineral resources in a way that made 
their future use almost impossible. 
‘There is no profit unless you conserve 
he environment and leave it as you 
found it;. if future generations are 
deprived, business is not paying its way.’ 
The morning’s discussion was summed 
up by Sir Frederick Catherwood, M.A., 
SCA, who said: ‘Social responsibility 
je a net benefit and there is no net cost. 
If management thinks about its workers 
` and customers, it will also think about 
its shareholders and society; a company 


































Mr R.G. Wilson, F.C.A., a member of the 
Institute's Council (centre) with Professor R. 
Beresford Dew, MA. LL.B., FCA; of the 
University of Manchester Institute of Science 
and Technology (/eft) and Mr Hadley Buck, 
one of the speakers. 








they had to meet the full economic J 
cost of their policies, he thought that 


Among a number of distinguished participants were Mr L, W. Robson, F.C.A., FCMA. 
J.Dip.M.A., and MrT. O. W. Newman, F.C.C.A., F.C.1.S. (eft and right), here seen in conversa- 
tion with Sir Frederick Catherwood and Mr K. J. Sharp, Deputy President of the Institute. 


which evades its responsibilities in one 
direction will perform badly in another. 
Responsibility is a seamless robe, and if a 
board of directors wears it, then everyone 
with whom they deal will be better off.’ 

In a reference to standards of probity 
in public administration, he added: “We 
grossly underpay our public servants, and 
we little deserve the standards of honesty 
and integrity that we get.’ 


Human investment 


The first speaker in the afternoon was’ 
Mr D. F. Robinson, B.a.(com.), F.C.A., of 
Spicer and Pegler. “The most valuable of 
all capital’, he said, ‘is that invested in 
human beings. It has all the essential 
characteristics of an asset, save that it can 
walk out on you.’ 

He thought that it should be possible to 
relate employee expenditure in invest- 
ment terms to profitability and output; 
there was a lack of accepted techniques 
for measuring this investment. While 
theories of ‘employee asset accounting’ 
were sometimes suspected of dehumaniz- 
ing the relationship, he claimed that 
employees were more likely to be en- 
couraged by such recognition of their 
value to the company. 

Mr Robinson was followed by Mr 
L. V. D. Tindale, Cp, C.A., the DTT’s 
Director of Industrial Development, who 
spoke of regional development policies. 

Government subsidies, he thought, 
were ‘a measure of rough justice’ with the 
objective of seeing that the costs which a 
business had to take into account in 
reaching its location decision would 
bear some relation to those falling on the 
community as a whole. At the same time, 
it was recognized that the framework of 
official statistics in this area was ‘pretty 
thin’. Since the Second World War, no 


single system of regional incentives had 
survived for more than five years, and the 
relics of one system had been overtaken 
by the next with no opportunity of 
evaluation or control. 

‘There are very few governments 
indeed’, said Mr Tindale, ‘who want to 
ruin the country’s industry. They may 
sometimes appear to do so by accident.’ 

Presenting the last of the formal papers, 
Mr Hadley Buck, F.R.LC.S., F.T.P.L, traced 
the history of public concern with the 
environment from the 19th century era of 
public health control to the present risk 
of ‘saturation by misuse’. Enormous 
social obligations, he said, had been 
imposed on industry in the interests of 
the environment; the debate was on 
whether these policies were right, and on 
who should pay. 


Planning justified 


In a community of some 55 million — 
one of the highest population densities in 
Europe ~ the justification for planning 
control was generally accepted. The 
planning machine embraced 47 relevant 
Acts of Parliament, in addition to legis- 
lation designed to control pollution and to 
preserve visual amenities; while in- 
creased standards of living, work and 
leisure all called for greater land use and 
new building programmes. 

Referring to the rebuilding of Britain’s 
‘worn-out’ roth century slum areas, he 
described the community cost of adapting 
the environment as ‘not inconsiderable’. 
At the same time, no other country had a 
new towns programme on the same scale 
as that of the UK. 

The principal obligation of account- 
ants in this area, he suggested, was to 
evolve means of reporting the costs of 
alternative available strategies. 
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Technical Marvel or 
Useful Service? 


ONTROL DATA recently announced the availability of their CDC CALL 
service to UK users. CALL is a time-sharing service based on a bank of five 
IBM 370/155 computers in Cleveland, Ohio, USA. However, to the user the distance 
makes no difference. The speed of transmission and response is no different from 
accessing a time-sharing computer located in this country. Access is gained via the 
CDC Data Services computer centre in East Barnet by telephone. The rest is up to 


the Control Data Corporation. 

CALL caters for three markets, the 
first of which is management time sharing. 
For this purpose there exists a suite of 
programs which can be used by the 
manager to update forecasts dealing with 
income, operating costs, capital expendi- 
ture, cash flows and variance reports. 
These, and allied procedures are, of 
course, very much in the province of 
financial directors and chief accountants. 


International companies 


The second facility is primarily of interest 
to those working for international com- 
panies. Local dial-up facilities already 
exist in more than 60 cities in the United 
States and Canada, and now that the 
system has been made available to 
European users, international companies 
have the chance of using the same system 
data base throughout their American and 
European subsidiaries, branches and 
associated companies. Regardless of 
which country the head office is situated 
in, it can receive, consolidate and dis- 
seminate information as it happens, 
obviating the time delay when separate 
systems have to be reconciled. The third 
area is the conventional time-sharing 
market. 


Cost effective 


Despite the use of satellite communica- 
tions and other technical marvels, the 
system is claimed to be cost effective, 
reliable and to meet all the requirements 
users of time-sharing services ask for. 
_ CALL is based on the philosophy that 
while in-house computers can perform 
routine tasks efficiently, management 
requires quick access to immediately 
available information which is normally 
locked away in an in-house system and 
difficult to assess immediately without 
interrupting the routine work which the 
in-house system does economically. 
Control Data Ltd, 22a St James’s 
Square, London SW1. 





Cheaper on a Mini 


A COMPLETE package of equipment and 
programs based on the Wang 2200 is 
being offered by C.S. Computer Services 
at prices of less than £10,000. The five 
application areas cover basic book- 
keeping routines — sales ledger, purchase 
ledger, stock recording, payroll and 
costing, The programs can be used 
together or indpendently. 

The video screen on the hardware is 
used both to guide the operator and for 
validation of data entered; output can be 
via an automatic typewriter or line printer, 
as well as visual display. 

The system is claimed to be cost effec- 
tive for companies with annual turnovers 
in excess of £4 million. For such com- 
panies it offers routine book-keeping 
facilities plus analysis under the headings 
most frequently accepted as being useful 
to management at costs which are claimed 


Management information 





systems are available on the Wang 2200 hardware. 





to be up to so per cent cheaper than rival 
systems. ' 


C.S. Computer Services Ltd, 17 
Princes Street, Harrogate, Yorkshire 
HGı ING or Wang Electronics Ltd 
Cannon House, 1 Olympic Wa 
Wembley Park, Middlesex. 







































Bass Charrington to 
go On-Line 


BASS CHARRINGTON have ordered. tw 
Univac 1110 1X1 computer systems on 
which to base a real-time order processin 
system. With a turnover of £508 million — 
7o brands of beer together with trade in 
wines, spirits and soft drinks — immediate 
access to stock information is important 
A reduction in paper, which mounts up: 
under the present batch system, is ex: 
pected to save in administration costs 
VDUs will be used to access the real time 
system. r 


Sperry Univac, Univac House, 160. 
Euston Road, London NW. 


Computer for Flexible 
Working Hours 


Tae PlanTime flexible working hours 
system introduced last year by ARC 
(Europa) (Computer Commentary, No 
vember 29th, 1973), has now been ee 
panded to include its own computer 
processing ability. The improved system 
caters for up to 6,000 employees. ; 

Applying the PlanTime system, st 
use a small plastic key to check in and out. 
The main application for the computer- 
ised system is seen as payroll preparation. 
In this application, the computer accepts 
disc-filed fixed information — key number, 






H 


tax code, standard deductions, rate of 
pay, and overtime rates. As each em- 
ployee checks in and out the total hours 
worked are recorded, differentiating be- 
tween standard and ‘overtime periods. 
From this data, gross and net pay~are 
calculated. Only absences from work 
need be entered manually via the key- 
board. 

By providing analyses of staff attend- 
ance, the system offers the possibility of 
forecasting employee shortages more 
accurately and of controlling group or 
individual employee performance. 

‘The basic computer processor, with 
ancillary equipment, costs from £8,216, 
and each key-entry unit £297. Installation 
osts vary depending on requirements. 


ARC Europa Ltd, Shakespeare In- 
dustrial Estate, Watford. 























Key-to-Disc for Smaller 
Users 


Waira their new MDS 1200, MDS Data 
Processing are offering key-to-disc data 
entry facilities for users needing from one 
to, eight keystations. A basic eight key- 
station installation costs £18 000; rental 

£350 monthly, including maintenance. 
The MDS 1200 is compatible with the 





The MDS 1200 key-to-disc data entry 
equipment. 











2400; and 2404 software options can be 
< specified. 

© Although intended for the smaller user, 
` the system will undoubtedly be of interest 
to larger firms who find it convenient to 
split their data entry between . user 
departments as communications facilities 
can be provided. 


MDS Data Processing Ltd, 50 Vauxhall 
Bridge Road, London GW. 


Computer Printout Storage 


Known as Data Centre 11, a new range 
of computer printout storage equipment 
has been introduced by the Wilson Jones 
Data Systems Division of Sandhurst 
(Stationers). 

The equipment is available in two sizes 





The 
(Stationers), 


new data centre from Sandhurst 


and can store any size of printout while 
allowing front or side loading. The con- 
struction also enables any make of print- 
out binder to be stored. 


Sandhurst (Stationers) Ltd, Wilson 
Jones Data Systems Division, Spindle 
Way, Crawley. 


Cassette-to-Computer Data 
Transfer 


NCR have now released a unit which can 
read magnetic tape cassettes created by 
NCR 399 accounting computers, 270 
financial terminals, 275 point of entry 
terminals and retail terminals. It can also 
be used to transfer computer-generated 
programs to cassette. 

Costing from £6,500, the unit is an 
essential link in off-line computer-based 
accounting and management systems. 


The National Cash Register Co Ltd, 
206-216 Marylebone Road, London 
NW1 6LY. 


Management Information 
System for Accountants 


CaLteD INTIME, the Computer Man- 
agement Group has developed a computer 
time recording system which provides 
accountants or solicitors with information 
regarding the work in progress for every 
client, and is an extension of their ‘ACT’ 
time recording package service, used by 
150 firms of professional accountants. 
Full records of the work performed for 
each client for every member of the firm’s 





staff are maintained and from these a 
variety of details are available. 

Overall, INTIME provides a higher 
level of management information than 
‘ACT’, making details of staff as well as 
client activity available. 

CMG Computer Management Group 
(Southern) Ltd, Sunley House, Bedford 
Park, Croydon. 


Sperry Univac Prices 


SPERRY UNIVAC increased their prices as 
from April rst. Increases range from 5 to 
10 per cent on sales and rentals and from 
5 to 15 per cent for maintenance. Rentals 
do not affect current customers, while 
maintenance contracts are affected only 
when they become renewable. 


Sperry Univac, Univac House, 160 
Euston Road, London NW1. 


Software for Consumer 
Goods Industry 


A NEw software package aimed at produc- 
tion planning for the consumer. package 
goods industry has been announced by 
IBM United Kingdom. Called STEPS 
the package is designed to help. make the 
most effective use of plant, materials and 
labour. = 


IBM United Kingdon Ltd, 
Wigmore Street, London W1H oAB. 


Toi 


Tape Carrying Case 


AN executive-type carrying case — de~ 
signed to hold up to four 2,400 feet tapes 
~ has been introduced by Data Efficiency. 
Egg box closed cell foam protects the 
tapes during transit and two locks are 
provided. The case costs £9°60. 

Data Efficiency Ltd, Maxted Road, 
Maylands Avenue, Hemel Hempstead, 
Hertfordshire. 


Gem 





Tape carrying case by Data Efficiency. 











STUDENT ROL 


Education and Training for 


the Profession 


` Whatever fate awaits the Solomons Report to be published at the 
` end of this month it will undoubtedly be the subject of much 

© comment and discussion in the weeks ahead. Paul Hendrick, the 
new President of ACASS, introduced a timely paper, reproduced 
below, at the recent ACASS Council, and this is as good a 
“starter as any to the ‘Great Debate’. 


EB formulating proposals for the de- 
velopment of accountancy education, 
consideration should first be given to 
what exactly is the function of the 
accountant and what developments there 
are likely : to be in this function in the 
‘ today’s students are 
likely to be ‘practising accountants up to 
the second decade of the 21st century. 













_ This wo en provide the aims for any 
system. of ‘accountancy education, and 
with ` established, the teaching 


“methods best suited can be determined. 
Only then can the possible assessment 
methods be discussed, since the ones 
chosen should be those that impinge 
least on the teaching/learning process. 

As far as course content is concerned, 
the following basic principles should be 
` observed: 


(a) Flexibility to enable a student to 
express his individuality and pursue 
those aspects of his subjects which 
he finds interesting. Academic 
freedom should be a compromise 
between what his teacher wants to 
teach and what the student wants 
to study. 

(b) A general introduction should be 
provided to relate each subject to 
adjacent fields and to social needs. 

(c) A theoretical basis so that the 
student can develop a critical 
awareness of his subjects and an 
understanding rather than a mere 
superficial knowledge of them. 

. (d) Encouragement to criticize both 
new and established theories and 
practices. 


Teaching methods 


Education should be a participatory 
process, not a passive.one. Such teaching 
methods must encourage the student to 
_ discuss and defend his‘ideas. Greater use 
should be made of seminars and tutorials 





in which the student presents his work 
for criticism and has an opportunity to 
reply to it. A high level of staff/student 
contact is required and requisite staff 
time can be found by streamlining 
needless administrative work and the 
radical revision of lecture courses. 
Lectures are not the best means of 
developing critical thought or student 
participation in the educational process 
and place an unnecessary barrier between 
staff and students. Rather than the 
lecturer spending an hour transferring 
information from his notebook to the 
student’s notebook without it passing 
through the minds of either, it would be 
preferable for the lecturer’s note to be 
duplicated and the hour spent in a 
critical discussion of the lecture content. 


Methods of assessment 


It is vital that lecturers are taught to 
teach to prevent them being forced to fall 
back on the expedient of merely reading 
notes. Qualification in his chosen subject 
should not be sufficient to qualify him 
to teach in that subject unless supple- 
mented by a course in education. 

Assessment can be described as that 
relationship between teacher and student 
which enables them both to know at any 
time the student’s level of attainment. 
There is no one perfect method of assess- 
ment, but it must be a continuous 
process throughout the course and the 
student should be involved in discussions 
on his level of attainment. 

The present examination system of the 
ICA in England and Wales fails to meet 
the above requirements in any meaningful 
way. The examination system, rather 
than being dependent on course content 
and teaching methods, on the contrary, 
actually determines them. Crammer 
courses have, as their objective, not 
instilling in the student an understanding 





of the subject, but merely getting the 
student through the exam. 

The Institute has taken the easy way 
out by merely controlling the exam 
rather than vetting in detail the courses 
offered. Exams are merely a memory tes! 
discriminating in favour of the stude 
with the ability to learn chunks of notes 
and against the student with flair and an 
inquiring mind. There is a great deal ol 
evidence that traditional exams are fallible 
as a means of assessment with, fo 
example, controlled experiments showin 
wide variations in marks given by markers 
for the same scripts. 
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The accountant’s future role 


At the time of the inauguration of ‘the 
Institute, the prime responsibility of an 
auditor was to safeguard capital invested 
by shareholders in a limited company, 
Since then the other factors of production 
namely land and labour, have becom 
increasingly scarce. Controversy has de- 
veloped on such questions as to which 
interested group the auditor is responsible 
to and what sort of information the 
groups are entitled to. 

Taking the case of the large public 
companies, the auditor may be faced with 
divided loyalties on the question o 
whether his main responsibility should 
be to management, directors, or share- 
holders. In small private companies th 
auditor is faced with the problem that the 
same people fulfil these three roles and 
his independence is in jeopardy. 

Additional interest groups are now 
asserting their claims to information 
concerning firms. Adoption of the pr 
posals outlined in the EEC’s Fifth. 
Directive on ‘The Structure of the 
Societés Anonymes? will mean that. 
employees as well as shareholders will be 
requiring increasingly more information 
and the auditor will be responsible fo: 
issuing warnings of such expected changes ` 
as the closing of a plant, or the reductior 
in the size of the labour force, in the even’ 
of the management’s failure to do so. 


Company responsibility 


As the scope of the information tha 
management is required to provide 
broadens, so, too, will the responsibiliti 
of the auditor. The recent White Pape: 
on Company Law Reform spoke of the. 
need for the public to be able to ‘judge 
companies’ behaviour by social as well as 
financial criteria’. It also states that. 
directors may, for instance, ‘be required. 
to report on the performance of their 
company in regard to the safety. and 
health of the company’s. employees, on- 
the number of consumer complaints and ` 
how they were dealt with, and. the 
conduct of industrial relations’... ~ 

Public debate that followed the 
















tivities of each companies as 
Rio -Tinto-Zinc and Distillers has 
centred on the need for companies to be 
responsible to the public at large as well 
as their shareholders dnd may well fore- 
shadow legislation for the introduction of 
systems of control on such subjects as 
ollution and information processing 
Sch will require independent attesta- 

























































“The EEC offers a challenge to the 
Institute to play its part in the trans- 
national reconstruction of companies 
d: the interpretation of their under- 
takings. It is important that the Institute 
should press for the extension of re- 
ciprocity. of accountancy qualifications. 
The qualification of Chartered Account- 
ant should indicate that the holder is 
competent to practise anywhere in the 
EEC and that he is allowed to do so. 


ining proposals 

yllabus should take into account the 
ure needs of accountants as outlined 
ve. More importance should be 
placed on the study of the theory and 
basic principles of subjects of direct 
relevance to the accountant’s work. In 
addition, related subjects such as be- 
havioural sciences, economic theory, 
‘uropean taxation and possibly a Euro- 
ean language should be included. 

The sandwich course system is 
voured in place of the outmoded 
orrespondence courses and in place of 
vening classes which place unnecessary 
ain on students who have also to work 
uring the day. The latter do not have 
advantage of having the ‘practical 
perience gained during the day directly 
related to the matter being studied in the 
evening. 

To allow subjects to be studied in 
sufficient depth as opposed to informa- 
tion being merely crammed, the mini- 
mum time for any particular sandwich 
section should be six months. 


Roads to qualification 


or ‘A’ level entrants, the normal path 
to; qualification should be a four-year 
sandwich degree course, containing a 
total of two years’ practical training 
followed by a further year’s training in 
‘practice. The practical training section 
of the degree course could include a six 
months’ period in industry or in Europe. 
The Institute should approve the 
‘syllabus and college facilities in the same 
way as the Council for National Academic 
Awards does for its degrees and would 
_ license the training firms at which 
practical experience is to be gained. 

For graduates and ‘special cases’ 
there should be two courses, one of six 
months and one of nine months between 


he, periods of practical training. The first 


should cover basic accountancy, control 
techniques and procedures, and civil and 
tax legislation. Relevant graduates would 
be exempted. 

This course should be fellowed by a 
period of 18 months’ practical training; 
six months of which could be in industry, 
or in Europe. 


Options 


The second course should last nine 
months and contain options to meet 
specialized needs of accountants serving 
in different areas. It should be followed 
by a further one year’s training in prac- 
tice. 

The Institute should approve the 
sandwich courses in the same manner as 
the sandwich degree courses. The student 
should be free to move from firm to firm 
and maintain his own training record 
which could be assessed on a credit 
system by the Institute. 

The discussion on whether or not to 
introduce graduate entry has developed 
as a smoke screen hiding the basic 
problem of inadequate education and 
training. Unfortunately, it is much easier 
to raise the so-called exclusivity and 
prestige of the profession by making it 
more difficult to get in rather than by 
ensuring a good standard once in. 

It is often claimed that graduates fare 
much better in Institute exams than ‘A’ 
level entrants. Yet this could easily be 
ascribed to the graduate’s better op- 
portunities to develop a good ‘exam 
technique’ and to the fact that graduates 
are much more likely to be employed in 
firms providing a good training. The 
course structure outlined above does not 
require any alteration in the present entry 
requirements. 

There should be a post-qualification 
course in accountancy or related fields 
which could probably be linked to the 
award of Fellowship. The qualification 
should not be limited to specializations, 
but should also be awarded for research 
work on the strength of a dissertation or 
thesis. 


Educational institutions 


The only educational institutions which 
could be developed sufficiently to cater 
for the recommended courses are the 
universities, polytechnics and some of the 
larger technical colleges. Public sector 
colleges are preferred to private sector 
colleges for the following reasons: 


(a) The proposed syllabus is much 
wider than the present one and 
would also require students to be 
aware of the current. state of 
knowledge in related fields. In- 
stitutions restricted to purely ac- 





“countancy educat 
able to cope. 
(b) The “public sector institutions are 
the only ones currently with ade- 
quate facilities for the full-time 
research, which is at present ex- 
tremely inadequate as far as 
accountancy and related subjects 
are concerned, and which should __ 
be a key part of any system of = 
post-qualification education. 
(c) With courses of at least six months’ 
duration, private sector tuition 
fees would be prohibitive to all but 
the very wealthy students. In the 
event of certain firms continuing 
to pay for the student’s education, 
despite the ending of the present 
system of articles, they would, 
even more than at present, stipulate 
the course the student should go on, 
thus restricting his freedom of 
choice. 


n wo 





The following resolution relating to the 
above report was passed at the ACASS 
Council: “That this Council adopts the 
report on “Future Education and Training 
for the Profession’ and. approves the 
policies for an alternative system of 
education and training outlined in» the 
report.’ 





LONDON CASS START THEIR 
OWN MAGAZINF 


Ar tong last London CASS are again to 
have their own magazine. The first issue: 
is due to appear early next month and 
some advance copies are even likely to be 
available at the Society’s annual general 
meeting on June 4th. 

Successive chairmen, as well as many 
members of the Society’s committee, 
have endeavoured to launch such a 
venture in recent years. The obvious 
success of Birmingham’s magazine 
Articles — introduced in August 1972 ~ 
and Contra, Liverpool’s magazine which 
made its appearance last February, 
coupled with the fat that Londons 
finances are stronger than they have been 
for many years, have undoubtedly been 
influencing factors for certain. members 
of the committee in being able to ‘sell’ 
the idea to the main committee. An 
‘unofficial’ working party has been hard 
at work in promoting the magazine since 
last. October! 

Entitled Libra, the first issue will 
extend to 24 pages and editorial content: 
includes messages of congratulation from 
Mr E. Kenneth Wright, M.A, FCA; 
President of the ICA in England and 
Wales, Mr Dudley Morse, F.c.a., Presi- 
dent of the Society, and Mr Alan 
Hardcastle, rF.c.a., President of the 
London and District Society of Chartered 





















Accountants. At this juncture, it is E 
“omentioning that Mr Wright said in his 
=. message to the ACASS Council published 
in ‘Roundabout’ of March zist, that he 
¿would ‘like to see the development of 
more student society magazines of real 
merit’. 













- INDOOR GAMES AT SHEFFIELD 
As part of its policy of providing a varied 
social programme, Sheffield CASS is 
“cendeavouring to form ‘indoor teams’ 
capable of showing skills at chess, bridge, 
“backgammon, darts and even dominoes. 
Dave Turnbull, the Society’s secretary, 
is looking for a good response from 
members with a view to taking on teams 
not only from other student societies and 
¿senior societies, but also from other pro- 
"y fessions. 
~~. Potential players should contact him 
at the Society’s offices, 22 Norfolk Row, 
Sheffield Sr 2PA. Telephone 0742 25531. 





Computer for accountancy tutors. 

H. Foulks Lynch & Co are shortly to install 

a.computer to assist with student registration, 

examination course evaluation, and updating 
details of the company’s large number of 
students. 

The computer — a Modular One Transaction 
processing system from Computer Tech- 
nology — includes a processor with semi- 
conductor store, double capacity disc cart- 

“ridge drives giving 19-6 m bytes of on-line 
storage, and visual display units. The picture 
shows the visual display units. 
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LETTERS TO ROUNDABOUT 





Deeds Not Speeches! 


Sir, ~ I refer to the report in ‘Roundabout’, 
of April 18th, of the annual dinner of 
Birmingham’s Overseas Chartered Ac- 
countant Students’ Association. 

I, along with many other friends, was 
perturbed and rather shocked at the 
remarks made by Pradip Pattni, secretary 
of CASSL. It seemed that he was only 
aiming to highlight discrimination and 
attack the ICA in England and Wales for 
every problem overseas students face in 
this country. 

In my opinion problems do exist in 
small firms, but not because the firm em- 
ploys overseas students, but because the 
very size of the firm limits its scope for 
training, which affects both overseas 
and UK students. 


Public and Private Thoughts 


Sir, — In view of the manifest preference 
which accountancy students have for 
private sector education, despite its cost, it 
is worth adding some further views on this 
phenomenon and on the comments made by 
‘Observer’ on the subject in ‘Roundabout’ 
of April 4th and May 2nd, which have done 
much to highlight the characteristics in 
the public and private sectors. 

It is clear that those who teach in each 
sector are quite differently motivated. 
Many (not all, it seems) in the public 
sector are attracted by the long vacations 
and the light lecturing load, or putting it 
bluntly, they are looking for an easy life. By 
contrast, no one would, in his right mind, 
enter the private sector for such reasons: 
the hours are long and vacations short; the 
students are exceedingly demanding, as 
you would expect when you consider what 
they have paid. Progress has to be gauged 
and internal tests must be continually set 
and assessed. The financial rewards, also 
as you would expect, are correspondingly 
higher. 

The comparison is not intended to be 
disparaging towards those in the public 
sector — the enjoyment of leisure hours is 
hardly a fault — but the effect is inexorable: 
each sector offers courses of quite different 
standards. The simple truth is that public 
sector courses will be as successful and as 
popular as their counterparts in the private 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Programming, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 
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THE RAPID RESULTS COLLEGE 
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The attack by Pradip Pattni onthe 
Institute seems to be going too far. J 
wonder whether such remarks serve an 
useful purpose in helping to solve prob 
lems which overseas students are facing 
and which the Overseas Students Co: 
mittee of CASSL is aiming to resolve. 
would think that it only hinders ` 
prospect of any progress and, once agai 
I wonder if the remarks were représenta 
tive of CASSL’s Overseas Students Com 
mittee. 

It seems we have had enough talk, and 
the time has come for some constructiv: 
work to take place. 

Yours faithfully, 
NASIR MEHMOOD. 
Woodford Green, Essex. 


















































sector when, and only when, those running 
them put in an equivalent effort. 

It is, of course, undeniable that mans 
students simply cannot afford private 
sector courses, and it is grossly unfair that 
financial inequities should deprive them 
an equal opportunity to qualify. But the 
remedy is hardly to ban the private sector 
altogether, as many ‘representatives’ J 
understand felt at the recent Birmingham 
ACASS Council. It would be much more 
appropriate to campaign for student 
tuition costs to be met by their firms, as is 
so common already. 

As a further point of interest, public 
sector courses cost considerably more than 
even the most expensive in the priva 
sector, and taxpayers at large have to bear 
that. On economic grounds alone the self- 
supporting private sector should be given 
every encouragement! 

Perhaps the last word should be to 
suggest that students should follow th 
actions rather than the words of their 
democratically chosen representatives: vir» 
tually all who voted in favour of public 
sector tuition support private sector 
courses when it most matters — before each 
examination! 


Yours faithfully, 
LECTURER... 
Name and address supplied, 


Tel. 01-947 2211 






PROFESSIONAL NOTICES 


ARTHUR ANDERSEN & Co announce 
that they have received accreditation from 
the Soviet Government to maintain a 
permanent presence in Moscow. Mr 
Grorce Kaiser, until recently in the 
Milwaukee office of the firm, will be the 
resident partner and until permanent 
accommodation is allocated his address 
can be obtained from the managing 
partner of any ARTHUR ANDERSEN & Co 
office. 


. Harry Price & Co, Chartered Ac- 
‘countants, of Eastbourne, announce that 
Mr Martin J. MIDDLETON, A.C.A. and Mr 
RIAN R. ETHRIDGE, A.C.A., have been 
dmitted as partners in the firm. 


Lovarr & Co, Chartered Accountants, 
‘announce that Mr JOHN CHALLIS STEWART 
ONNELL, M.A., F.C.A., who has been a 
ember of the staff for some time, has 
been admitted a partner in the firm with 
effect from April rst, 1974. 


- Price WATERHOUSE & Co and LOWE 
BincuaMm & MatrHews announce the 
formation of Price WATERHOUSE & Co, 
Hong Kong firm. The new firm will carry 
on its practice at Prince’s Building, 22nd 
Floor, Hong Kong. The senior partner 
will be Mr L. W. Gorpon and the other 
‘partners will be all the partners in Lowe 
Bincuam & Marruews. Lowe BINGHAM 
; Marruews will continue its practice at 
the same address. 


RowLanp & Co, Chartered Account- 
ants, announce that Mr G. N. V. JENKINS 
and Mr D. J. TRILL have been admitted 
to partnership, and Mr R. H TYLER has 
become an associate at their Hertford 
office. 

“ROWLAND & Co, Chartered Account- 
ants, Cross Keys House, 56 Moorgate, 
‘London EC2R 6ET, announce that they 
` have formed an associated firm in Hong 
Kong. The new firm will practise as 
Rowan, Lo & Co at 704 Fu House, 
y Ice House Street, Hong Kong. The 
partners are Messrs N. A. EasTaway, 
AGA, ACCA, AGMA, ACIS, FTL 
` and A. N. C. Lo, B.S., F.C.A. 




































SaFrerys, Chartered Accountants, an- 
nounce that as from May rst, 1974, the 
practice of C. McDonaLp & Co, Char- 
tered Accountants, of National West- 
minster Bank Chambers, 78 Victoria 
Road, Surbiton, Surrey, was amalgamated 
with Safferys. The combined practices 
will be conducted in the name of SAFFERYS 
from the existing offices in London and 
Surbiton. Mr Ian M. McDona.p, who 
was a partner in C. McDonazip & Co, 
joined the partnership of SAFFERYS on 
May Ist, 1974. 

SPICER and PEGLER (Birmingham Office) 
and STEVENSON, Nock, Hoses & Co, 
announce that they have agreed to amal- 
gamate their practices with effect from 
May ist, 1974. For the time being the 
combined firm will operate its Dudley 
practice from the existing offices at 6 
Priory Road, and ro The Eroadway, 
Dudley. Mr H. A. Nock, who has been a 
partner in STEVENSON, Nock, Hoppe & 
Co for 25 years, will continue as a con- 
sultant. The Dudley partners of the com- 
bined firm will be Messrs S. B. BENBOW, 
J. E. Hopps, G. K. ALLIBanp and P. T. 
MILES. 


Victor WALTON, Croupsos & Co, 
Chartered Accountants, announce that 
on April 30th, 1974 Mr E. R. LONGMAN 
retired from the partnership but will 
remain available as a consultant, and on 
May ist, 1974, Mr Denys N. TOWNSEND, 
who has been associated with the firm for 
several years, was admitted into partner- 
ship. The practice will be carried on by 
the remaining partners. 


APPOINTMENTS 


Messrs C., Hodson, A.¢.c.A., ATLI, 
and C. B. Turnbull, a.c.a., have been 
appointed accountant (revenue budgets) 
and principal assistant (management 
accounting) respectively of London 
‘Transport. 

Mr Alan G. Martin, F.c.A., has joined 
the board of ICFC-NUMAS, the man- 
agement consultancy company, as a non- 
executive director. 





Mr F. N. Watson 


Mr A G. Martin 


Mr Frank N. Watson, F.A., has 
become financial director of Chesebrough- 
Pond. 











Messrs W. Ibbotson, F.c.M.A., and 
B. Craighill, a.c.a., have become chief 
accountant and deputy chief accountant 
respectively of Dunford Hadfields, Brown 
Bayley Steels and Rotherham-Tinsley 
Steel. 


Mr A. R. Josling, M.SC., A.C.C.A., 
A.M.B.LM., has been appointed financial 
controller of the Automotive Bearings 
Division of Ransome Hoffmann Pollard. 


93 PER CENT BRITISH 
SAVINGS BONDS 


The new issue of oi per cent British 
Savings Bonds announced in the Budget 
will be launched on June 3rd. The bonds 
will have a five year life and qualify for a 
£3 per cent tax free bonus on maturity. 
Interest will be 9} per cent per annum, 
subject to tax, payable half yearly on 
January 15th and July 15th. 

The current issue of 8} per cent British 
Savings Bonds — on sale since May 7th, 
1973 — will be withdrawn after June rst 
this year. 


APPLICATIONS FOR 
INVESTMENT GRANT 


The Investment Grants Termination 
(No. 4) Order, 1974, made on April 2nd, 
came into operation on May 6th. This 
order specifies further dates before which 
applications for investment grant in 
respect of expenditure incurred during 
previous periods must be made to the 
Department of Industry. 
Applications relating to expenditure 
incurred during the following periods 
should be made by the dates specified: 
April ist to June 30th, 1973 by 
January 1st, 1975; 

July rst to September 30th, 1973 by 
April rst, 1975; 

October rst to December 31st, 1973 by 
July rst, 1975; 

January rst to March 31st, 1974 by 
October 1st, 1975. 

Applications must be supported by 
forms IG/32 (or IG/33 in the case of 
ships) and the relevant evidence of con- ` 
tract. Copies of the order (SI 1974 No. 
646) are available from HMSO, price 3p 
(by post, 6p). 


FLOATING CHARGE? 
VAT and Ships’ Moorings 


The Commissioners of Customs and 
Excise have issued the following guidance 
on the application of VAT to charges for 
the mooring and storage of houseboats: 
‘The Value Added Tax (General) (No, 
2) Order 1973 (SI 1973 No. 2151) pro- 
vided, among other items, that the moor- 
ing or storage of ships and boats would 
be brought within the standard-rated 
category with exception for services to 
overseas traders and larger non-pleasure 
























ships at Customs ports. The order took 
effect from March ist, 1974. 

‘This does not, however, apply to 
houseboats, so that if facilities are granted 
for a houseboat to occupy a specific moor- 
ing, anchorage, berth or storage space 
the grant will, as hitherto, be exempt. A 
“houseboat” for this purpose means a boat 
or other floating decked structure designed 
or adapted for use solely as a place of 
permanent habitation and not having 
- means of, or capable of being readily 
-adapted for, self-propulsion.’ 


ICA RE-ADMISSIONS 


— The Institute of Chartered Accountants 
in England and Wales has announced the 
following re-admissions to membership 
under Bye-law 93: 


Kaisar Ahmad, F.c.a., Kowloon, Hong 
Kong. 

Keith Alban Jones, F.c.a., Randburg, 
South Africa. 

Daryl Clive Parker, B.Sc., A.C.A., Old 
Stevenage, Herts. 

Richard John Pentelow, A.c.a., Dublin 6, 
Republic of Ireland. 

Syed Khalid Salam, a.c.a., Rawalpindi, 
Pakistan. 














VAT: SERVICES TO 
OVERSEAS CLIENTS 


In our issue of April asth, reference was 

<i made (in connection with the. Customs 

and Excise interpretation of the VAT 
(General) (No. 2) Order, 1973) to Notes 
Jor Guidance of Accountants in Professional 
Practice, 1973. 

These notes were not published by the 
Commissioners of Customs and Excise, 
but with their approval by The Institute 
of Chartered Accountants in England and 
Wales. The Institute still has a limited 
number of copies available, free on request. 


OXFAM ACCOUNTANTS’ GROUP 


Practising accountants and students in the 
London area are being sought by Oxfam 
to join a voluntary group, designed to 
strengthen support for the agency’s aid 
programme to the developing world. 
The accountants’ group is one of several 
that have been set up within different 
professions, such as the Oxfam Law, 
Medical, and Travel Industry Groups. 
Their aim is to help generate new support 
for Oxfam’s work and to encourage a 
more positive public attitude towards 











this are dependent upon the ideas and 
interests of each group. 

It has been found that in meeting in- 
formally with their professional colleagues, 
people come up with valuable ideas for 
helping the Third World in a practical 
way, often related to their profession. 

The first meeting will be held in June. 
For further details contact Mrs Z. 
Gifford, Oxfam, 12 Crane Court, Fleet 
Street, London EC4 (01-353 5701). 





ICMA West Surrey Branch. At the annual 
meeting of the West Surrey Branch of The 
Institute of Cost and Management Ac- 
countants, Mr Ronald T. G. Chubb, A.C.M.A., 
was elected President for 1974-75. In the 
picture, Mr J. V. Hudson, ECMA A.C.LS., 
retiring President (right), is shown investing 
Mr Chubb with the presidential badge of 
office. 

A presentation of certificates was made to 
three student prizewinners at the Institute 
examinations. 

The meeting was followed by a wine and 
cheese party for members and their ladies, 
Membership of the Branch is now over 1,100. 


PUBLIC RELATIONS AND 
THE PROFESSIONS 


Mr Harold Horsfall-Turner, Secretary- 
General of the Law Society, is to deliver 
this year’s Tallents Lecture at the 
Institution of Electrical Engineers, Savoy 
Place, London WC2, on Wednesday, May 
29th at 6.30 p.m. The theme of his paper 
will be ‘Public Relations and the Pro- 
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world development. The means of doing 








fessions’ — a subject which professional 
men and their institutions generally have 
tended in the past to equate with un 
desirable ‘publicity’. E 
Official representatives of a number of 
professional bodies — including The 
Institute of Chartered Accountants in 
England and Wales, the Bar Council, the 
British Medical Association and the 
Royal Institution of Chartered Surveyors 
- will be present on this occasion. Ticke 
are not being issued but, in view of the 
limited accommodation available, inte: 
ing participants are invited to notify th 
secretariat of the Institute of Publi 
Relations, 1 Great James Street, Londo 
WCIN 3DA (01-405 5505) béforehand 
























































THE ASSOCIATION OF 
INTERNATIONAL 
ACCOUNTANTS 


Mr Ben Ford, M.P., was the guest of 
honour at a meeting of the Commercial 
and Industrial Members’ Committee of 
the Association of International Ac- 
countants held at St Ermin’s Hotel, 
Caxton Street, Westminster, on May gth: 
In the chair was Mr S. J. Noel-Brown 
and Committee members attending in- 
cluded senior executives of national 
and international companies. 


COPY TAX RETURNS 


A copy income tax return form has been 
produced by Oyez Publishing, of Oyez 
House, 273 Long Lane, London Sr 
4PU (01-407 8055). The price of eac 
form is 8p, or £1-88 for 25. 


CHARITIES AID FUND TO 
BECOME NEW FOUNDATION 


All new trusts set up in Britain from the 
end of 1974 will be able to take 
advantage of a new Charities Aid 
Foundation, to be formed from the 
present 50-year-old Charities Aid Fund. 

The new Foundation ~ an independent 
trustee body, under the present CAF’s' 
chief executive, Mr J. D. Livingston 
Booth ~ will offer a fully-computerized 
professional service without charge. An 
article on the work and objectives of CAF 
by its chief accountant, Mr John Pullen 
F.C.A., was published in The Accountant: 
for April 18th. 
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he University of Bradford Management 
entre is organizing a course on advanced 
usiness finance, to be held from June 30th 
to July 5th. The course is aimed at those 


dames Porterfield, of Stanford Business 


vening meals and accommodation. Fur- 
her details are available from Mr W. C. 
~ Hartley, F.C.a., F.C.M.A., J.DIP.M.A., 
niversity of Bradford Management 
Centre, Heaton Mount, Keighley Road, 
Bradford BDg 4JU (Bradford 42299). 


DISTRICT SOCIETIES’ 
GOLF MATCH 


The Sheffield and District Society of 
yhartered Accountants is organizing a 
golf match against the Manchester 
Society of Chartered Accountants on 
Thursday, May 23rd, at the Cavendish 
olf Club, Buxton. 
angements are being made by Mr 
1 W. Law, F.c.a., secretary of the 
g Society, who can be contacted 
 Shettield 668350 (office) or Rotherham 
(home). 


BERKS AND SOUTH 
UCKS BRANCH 


Annual Dinner Dance 


More than roo members and guests 
attended the recent annual dinner and 
dance of the Berks and South Bucks 
Branch of The Institute of Cost and 
Management Accountants. 

The principal speaker was Mr David 
Farmer, senior faculty member of the 
Administrative Staff College, Henley, 
‘who gave an amusing and interesting 
speech on the need for better com- 
munications and the desirability for the 
accountant to be part of the management 
team. The response to Mr Farmer's 
speech was given by Mr Alec 
Farquharson, C.A., F.C.M.A., a Vice- 
“President of the ICMA. 
After dinner, dancing continued until 
1 a.m. with music by the Oscar, Marshall 
& Bo Trio. 


ECONOMIC SURVEY 
ON IRELAND 


Another economic survey in the series 
on member countries of the OECD has 
recently been published on Ireland. 
Copies are available from HM Stationery 
Office, PO Box 569, London SE: 9HN, 
price sop, by post 55$p. 


ool, and the fee is £130, excluding - 


Professional and Executive 

Register 
Mr Forrester asked the Secretary of 
State for Employment if he is satisfied 
that the Professional and Executive 
Register is fulfilling the purpose for 
which it was established; and if he has 
any plans for expansion or other altera- 
tions. 

Mr Joun Fraser: Yes. PER in its first 
year of operation has been well received, 
and has been increasingly used by both 
employers and those seeking appoint- 
ments. No fundamental changes are 
envisaged, but improvement, develop- 
ment and expansion are the continuing 
aims. 

Mr Forrester asked the Secretary of 
State for Employment how many profes- 
sional and executive registrants have been 
placed, broken down by years, and what 
approximate percentage this is of the 
total United Kingdom executive place- 
ments. 

Mr Jonn Fraser: Placings by PER in 
its first year of operation totalled 8,064. 
There are no strictly comparable figures 
for earlier years, but the placings figures 
of the old P & E service for the five years 
up to end of 1972 are as follows: 


1972 .. 10,153 
1971 .. 12,359 
1970 .. 12,704 
1969 .. 11,624 
1968 10,608 


There is no reliable information on the 
total annual number of United Kingdom 
executive placements, but it is estimated 
that PER placings account for roughly 5 
per cent of all such engagements. 


Hansard, April 8th. Written answers, 
col. 25. 


Coinage 
Mr GEOFFREY FINSBERG asked the Chan- 
cellor of the Exchequer if he will now 
authorize the minting of a 25p coin. 

Mr DELL: There is no evidence of any 
significant demand for such a coin at 
present, but the matter will be kept under 
review. 


Hansard, April 11th. Written answers, 
col. 254. 


Estate Duty: Gifts Inter Vivos 


Rear-Admiral Morcan-Giies asked the 
Chancellor of the Exchequer whether, in 
the light of his Budget statement, he will 
clarify the position of the gift tax with 
respect to agricultural property, bearing 
in mind the problems which farmers are 
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now facing in handing over their farms 
to their sons. ` oe : i 
Dr GILBERT! A gift of agricultural pro- 
perty will, like any other gift, be within the 
scope of the proposed new:tax on transfers 
of capital, if it is made on or after March 
26th, ae 
Hansard, April 11th; Written answers, 
col. 248. 


Charities 


Mr Lawrence asked the Chancellor of 
the Exchequer what improvement in the 
financial position of genuine charities he 
expects to result from his Budget. 

Mr Dex: Charities will benefit from 
increased tax refunds on payments under 
net covenants as a result of the change in 
the basic rate of income tax in the 
Budget. 


Hansard, April 11th. Written answers, 
col. 256. 


Stamp Duty 


Mr Suerssy asked the Chancellor of 
the Exchequer what estimate he has made 
of the effect on the mobility of labour of 
the increased cost of private homes re- 
sulting from his decision to increase 
stamp duty. 

Mr DeLL: In the Budget my right hon. 
friend increased the relief from stamp 
duty on conveyances of property up to 
£20,000. This will help a very large 
number of house purchasers, including of 
course those who have to move house on 
a change of employment. Increased duty 
will generally be payable only in the 
minority of cases where the cost of the 
house exceeds £25,000. 


Hansard, April 11th. Written answers, 
col. 256. 


Capital Gains Tax 


Mr "Ton asked the Chancellor of the 
Exchequer whether he will extend to non- 
profit-making bodies the relief from capi- 
tal gains tax given to traders who use 
the proceeds from selling a trade asset to 
buy other trade assets. 

Mr JoeL Barnett: Yes. The necessary 
legislation will be included in the Finance 
Bill and will apply with effect from today 
{April 11th]. I should, however, make it 
clear that, as for traders, this roll-over 
relief will not extend to any development 
element in the gain which is to be charged 
at income rates under the special provi- 
sions for development gains to take 
effect from December 18th, last. 


Hansard, April 11th. Written answers, 
col. 259. 














responsibility for 
training newly 
articled clerks... 


should ensure that the best course of action 
for their newly articled clerks is to enrol 
with the Metropolitan College. 








All bona fide Principals who are considering the postal coaching 
arrangements for their newly articled clerks are invited to inspect 
a copy of the Metropolitan College Study Manuals, to see for 
themselves that the contents are thoroughly up to date and 
designed specifically to give progressive and carefully graduated 
instruction, backed by a businesslike tutorial service that receives 
the constant and enthusiastic commendation of the students. 


LINKED PRIVATE STUDIES. 
The Luton College of Technology and Metropolitan College now 
offer facilities for integrated oral and correspondence tuition. 


ONE WEEK ‘PEP’ COURSES~—to assist students in areas of 
weakness. 


WEEK-END RESIDENTIAL ‘PUNCH’ COURSES - for intensive 
concentration on particular subjects. 


For details of these, and other linked courses write to: 
Metropolitan College, St Peter's Street, St Albans AL1 3NE. 


‘FAST AIRMAIL SERVICE FOR OVERSEAS STUDENTS 
AT NO EXTRA COST.’ 

Accredited by the Council for the Accreditation of Correspondence 
Colleges. 


Member of the Association of British Correspondence Colleges. 


POST COUPON NOW! 


I 

l To the Principal, B. Mendes, B.Sc.(Econ.), F.C.A., Dept A1/16 
Metropolitan College, St Peter's Street, St Albans AL1 3NE. 

| Please send me, without charge or obligation, a copy of one 
of your Study Manuals. 

l 

l 


Principals with the 




















Metropolitan College 
unassailable record of 
Examination Successes 


At the professional accountancy examinations, for 

which the Metropolitan College provides Expert 

Postal Tuition, students from the College have 
obtained — 


MORE THAN 50,000 
PASSES and MORE THAN 
1,400 DISTINCTIONS 
MEDALS and PRIZES 


E: wnuneinemimmmenemanneneenne, 
Be guided by the 
experience of others 


TAKE ACTION NOW! Write TODAY for a free copy 
of the College Accountancy Prospectus (stating 
the examination in which you are interested) to the 
Metropolitan College (A1/16), St Peter’s Street, 
St Albans AL1 3NE, or CALL at the London 
Advisory Office, c/o The Association of British 
Correspondence Colleges, 4 Chiswell Street, 

London EC1Y 4UR Tel, 01-628 2721 
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Come into diseuss the 
unlimited possibilities in high 
capital accumulation areas. 


Come along and talk freely and in complete confidence to lan du Pré. He'll tell 
you about our comprehensive portfolio of overseas clients ~ many of international 
repute ~ who are constantly looking for recently qualified accountants who can 
demonstrate a high degree of personal initiative and respons bility. Located 
throughout the world, these firms are currently engaged on projects covering 
auditing, accounting and have an extensive involvement in organisation and 
management advice on taxation, social security, investment and a wide range of 
miscellaneous prablems that will be both interesting and rewarding. 

In return these firms will provide free furnished accommocation (air con- 
ditioned), bonus schemes, language tuition, additional holiday pay based on 
man free medical facilities, car allowances and return air fares for you and your 

amily. 

All of the areas discussed will present an ideal opportunity to acquire capital 
together with excellent experience and a chance to see places and meet people 
from differing walks of life. 

Contact lan du Pré now and he will give you all the detailed information 
necessary for you to make the correct career decision. 


Douglas Llambias 


Associates Ltd. 
ACCOUNTANCY AND MANAGEMENT 
RECRUITMENT CONSULTANTS 

410 STRAND LONDON WC2R ONS 
TELEPHONE 01-836 4086 


ee 
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Taking a Responsible View 


ŒQ EVERAL eminent men in recent weeks have spoken 
strongly in defence of the proper role of profits in an 
industrial economy. These include the President of The 
Institute of Chartered Accountants in England and Wales, 
Mr E Kenneth Wright, M.A., F.c.a., who described the 
making of profit to the winners of this year’s Schools 
Business Game as ‘an indispensable solvent for the smooth 
working of an effective private sector’. 

This is not to suggest ~ and no one would wish to asso- 
ciate Mr Wright with such an impression ~ that the pursuit 
of profit justifies the total disregard of other considerations. 
The abuse of economic power (whether by capital or 
labour) is an unlovely thing, and does not accord with the 
best of modern management thinking. 

In short, the idea of a corporation lacking either a body 
to be kicked or a soul to be damned — and thus by definition 
conscienceless — is decidedly out of favour in 1974. Ad- 
dressing the recent ICA seminar on ‘Social Respon- 

sibility’ (The Accountant, May 16th), Sir Frederick 
Catherwood, M.A., F.C.A., spoke of the ‘seamless robe’ of 
directors’ responsibility affecting all with whom they come 
into contact; Mr R. M. Bateman, M.A., F.C.1.S., now 
President of the CBI, as noted elsewhere in this issue, has 
referred to the place of the company as a ‘good citizen in 
business’. Whatever the choice of words, the implications 
are clear: that a corporate enterprise, in today’s crowded 
world, cannot opt out of its obligations to those who may be 
affected by its policies. 

Unfortunately, while the existence of such social re- 
sponsibility is now widely recognized, there is less agree- 
ment on how the ideal may be realized. Social responsibility, 
being a matter of conscience rather than of regulation, 
lends itself to subjective definition and thus to the expres- 

ston of conclusions in which their authors may believe with 
all sincerity, but which in fact are — as experience in recent 
years has demonstrated — inaccurate and tendentious. 

There will undoubtedly be considerable sympathy with 
the response of Tube Investments Ltd (whose accounts 
form the subject of this week’s ‘Finance and Commerce’ 
reprint) to the approach: of Social Audit Ltd. The use of 
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the word ‘audit’ is itself questionable in the absence of ` 
accepted standards of assessment; further, a company 
which pushes too far ahead of contemporary standards e 
risking its own economic viability — with unfortunate con- 
sequences to its employees, suppliers and shareholders. 

The social responsibility of the accountancy profession 
has recently been underlined bya resolution set down for the 
English Institute’s forthcoming annual meeting in the name 
of Mr P. Pennington Legh, A.C.A., and others, and to which 
attention is drawn in a letter published on another page. 
This calls upon the Institute’s Council, ‘in recognition of 
the responsibility. which the Institute has towards society’, 
to establish an aid programme of ‘free or subsidized advice 
to assist deprived sections of the community, small busi- 
nesses and needy individuals, on taxation, management and 
financial matters’. 

A news item elsewhere in this issue suggests that some- 
thing of the sort is already operating, on a limited and 
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possibly experimental scale, in one of the London boroughs. 
Nevertheless, the practical implications of such a resolution 
are more complex than its wording would seem to suggest — 
even setting aside the distinct possibility that such a facility 
would be open to abuse by the minority of unsatisfactory 
clients who, in the words of Mr J. P. Grenside, F.c.a. (The 
Accountant, April 25th), ‘are not, prepared to pay fairly 
_*for.sound advice and good service’. 

We believe that the record of the accountancy profession 
n community affairs is a good one. Many practising mem- 
bers already have a significant proportion of clients for 
whom they act in an honorary capacity, or at purely nominal 
_ charging rates; many, too ~ practising and non-practising 
alike — find an outlet for their personal convictions in a wide 
variety of voluntary social and charitable work. 

The Council of the English Institute has already declared 




























ICMA Members Face 


EMBERS of The Institute of 
Cost and Management Account- 
ants face the prospect of increased 
subscription scales in 1975, despite a 
surplus of £55,256 on Institute 
activities in 1973. In a letter to mem- 
bers, accompanying the annual report 
and accounts, the President — Mr 
C. A. Herring, B.sc.(ECON.), F.C.M.A., 
j.DIp.M.A. — underlines the effects of 
cost inflation : 

‘In its previous financial planning, 
the Institute assumed a rate of in- 
flation of no more than 8 per cent per 
annum; it is now considered only 
prudent to use a rate of around 15 per 
cent. On this basis the Institute would 
require to increase its income by 


Increased Subscriptions 





Mr C. A. Herring 


its support (The Accountant, July 26th, 1973) for the small 
firms’ information centres whose establishment follows the . 
recommendations of the Bolton Committee. Further 
evidence of official concern may be seen in the emergence 
of social responsibility as one of the dominant themes 
of the 1973 Majorca conference, in particular Mr J. M. 
Goldsmith’s paper (The Accountant, April sth, 1973), and 
in the organization of the recent seminar at Chartered 
Accountants’ Hall, to which reference has been made above. 

The profession is not without a corporate conscience; but 
it may be doubted, with all deference to an undoubtedly 
generous spirit, whether formal resolutions are either 
effective or appropriate to regulate matters of conscience. 
Attempted direction of members’ benevolence into pre- 
determined channels could seriously prejudice the con- 
tinuation of much that is already of value. 





of professional examinations (The 
Accountant, October 18th, 1973) has 
led to some delay in the formulation 
of its proposals for what is described 
as ‘a less advanced grade of qualifi- 
cation’. The report and recommenda- 
tions of a working party on this 
subject are now expected in the current 
year. 

The ICMA, in common with the 
Association of Certified Accountants, 
has petitioned for a Royal Charter 
of Incorporation. Counter-petitions 
have been lodged by the English and 
Scottish Institutes of Chartered Ac- 
countants, and the Privy Council’s 
decision is not expected to be made 
known for several months. 

At the Institute’s 55th annual meet- 
ing of members to be held at the 
Connarght Rooms, London WCa, at 
10.30 a.m. on June 15th, Mr D. E. 
Edmonds, F.C.M.A., senior Vice- 
President of the Institute for the past 








{£50,000 each year merely to stand 
still. The Council does not believe 
that the Institute can afford to stand 
still.’ 

The proposed increases would add 
£2°50 to the amount payable by each 
grade of membership, and {1-25 to 
student subscriptions. 

Membership of the ICMA in- 
creased by a net 661 during 1973, to a 
total of 13,398 at December 31st. 
Over the same period there were 
nearly 6,000 student registrations — a 
figure, however, that was significantly 
‘offset by 4,304 ‘resignations, lapses 
and deaths’ during the year. After 
taking into account 822 admissions 








to membership, the student popula- 
tion showed a net increase of 863 over 
the year. 

In view of the importance now 
attached to a proper control and 
recordirg of student training and 
experience, it is interesting to note 
that all UK students of the ICMA 
registered as from May tst, 1973, have 
been issued with a specially-designed 
log-book in which to record their 
practical training and experience. 
Completed Icg-books, it has been 
pointed out, may be required by the 
Council in support of an eventual 
application for membership. 

Revision of the Institute’s syllabus 


year, will be proposed as President for 
1974-75 in succession to Mr Herring. 


Mr A. I. G. Farquharson, C.A., 
FCMA, and Mr Ronald Frank, 
F.C.M.A., have been nominated as 


Vice-Presidents. 


ASSC’s Evidence to 
Sandilands Committee 


VIDENCE submitted by the Ac- 

counting Standards Steering Com- 
mittee to the Sandilands Committee 
on Inflation Accounting suggests that 
the present rate of inflation in the UK. 
may be attributable, at least in part, 
to a general lack of understanding of 











ne effects of inflation on business. 

‘ompanies may have been misled, 

for example, ‘into paying dividends 

which were too high in relation to 
their real profits and creating, in the 
minds of employees and employers, 

a false impression of the company’s 

ability to pay increased wages and 

salaries’. 

¿o The ASSC’s submission, released 
together with last week’s provisional 
standard of practice on inflation ac- 

` counting, devotes considerable space 
to distinguishing between CPP and 
replacement cost accounting. Objec- 

_ tions voiced against the use of 
‘replacement cost include lack of dif- 
ferentiation between debasement of 

othe currency and other changes in 
relative prices; increased complexity ; 
and the increased scope which it 
creates for subjective assessments. 

There appears to be little practical 
support for such other alternatives 
as ‘cash flow’ or ‘current value’ 
accounting. In the former case, the 
ASSC points out that ‘there is no 
generally-recognized system of cash 
flow accounting which can be reg irded 
as a substitute for accounts which 
measure annual profits’. Current value 
accounting is considered impractic- 
able in view of the relative lack of 
independent valuers and the neces- 
sarily subjective nature of their 
findings. 






Inflation Distorts 
Taxation 


CCOUNTING for money without 

recognizing the effects of inflation 
was like trying ‘to measure a block 
of ice in an oven’, Mr John Cope, 
A.C.A, M.P. (Gloucestershire South, 
Con.), said recently. The result de- 
pended on when the measurement was 
taken, 

Mr Cope was another accountant 
MP who, like Mr Neville Trotter (The 
Accountant, May 16th) made the 
Finance Bill debate the occasion for 
his maiden speech. He was concerned 
to find that the Bill made no allowance 
for inflation, which led to the taxation 
of business on unreal profits. 

Further, he said, the Budget in- 
creases in personal allowances were 
quite inadequate to meet the effects 
of inflation. To restore these allow- 

_ ances in real terms to the level fixed 








by the former Chancellor would mean 
increasing the married persons’ per- 
sonal allowance by nearly twice the 
amount proposed in the Bill, and the 
single personal allowance by four 
times as much. 


Financial Advice 
in Case of Need 


DVICE on financial matters — 
‘anything to do with money, 
apart from welfare benefits — for those 
who cannot afford or would not 
normally use an accountant’s services, 
is being offered on one evening a week 
at the Citizens’ Advice Bureau pre- 


mises in Bell Lane, Hendon. The 
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counsellors are a voluntary team 0 
accountants under the co-chairman 
ship of Mr Richard Simons, A.C.A., 
and Mr D. J. Sloane, A.c.c.A. 

Mr Sloane said last week: "We 
wanted to do some form of social work, 
and we feel that our financial aid 
bureau is offering society a benefite 
that it really needs. 

‘Apart from common sense, we 
have only one rule — an absolute 
prohibition against accepting any form 
of reward or professional advantage 
directly or indirectly, from peo 
who come to us for advice. Anyone wh 
did so would be expelled from o 
panel and reported to his professional 























London Elections 


RE present Chairman of the 
London and District Society of 
Chartered Accountants, Mr Alan 
Hardcastle, F.c.A., topped the poll for 
the three vacancies in the London 
representation on the Institute’s Coun- 
cil (The Accountant, January 31st). 
Results, announced at last week’s 
annual meeting of the Society, were: 


Mr A. J. Hardcastle .. 3,325 
Mr K. J. Bishop 3,038 
Mr J. A. P. Whinney 2,651 
Mr D. Lindsay (not elected) .. 2,348 


The new Council members take 
office at the conclusion of the Insti- 
tute’s annual meeting on June 4th. 

As previously reported (The Ac- 
countant, April 25th), there was an 
unusually large number of vacancies to 
be filled on London’s own committee 
this year. Outside the special category 


Mr K. G. Bishop 


Mr A. J. Hardcastle 




























of members ‘employed in the service 
of a practising accountant’, 14 can 
didates contested the ten available 
vacancies — the successful candidates 
beirg Mrs Barbara Culverhouse and 
Messrs F. A. Bevis, K. S. Carmichael, 
M. C. Clarke, H. P. Gold, P. J. Hughes, 
D. P. Morland, C. A. Parritt, A. D. 
Scott and R. J. G. White. i 
The poll for both Council and 
committee members, though repre- 
senting only a fraction of London’s 
substantial membership, in both cases 
showed a significant and encouraging 
increase over the 1973 experience. 
The LDS annual report for 1973 
was featured in our issue of April 
rıth. In a discussion following the 
formal business of last week’s meeting, 
members pressed strongly for th 
Institute to be seen to adopt a more 
positive attitude towards those matters 
of public concern which came within 
its area of professional competence. 


Mr J. A. P. Whinney 










































ew. President of the Institute of 
Taxation is Mr Desmond F. Airey, F.C.A., 
CA, F.T., a partner in Longcroft’s. 
He has been a member of the Institute since 
1954, and of its Council since 1967. 

Heis particularly interested in the problems 
of education in the field of taxation at all 
levels. His leisure interests include gardening 





society. We do not accept engagements 
from people wanting professional ser- 
vices on a regular basis.’ 

Comment from the Hendon CAB 
has welcomed the accountants’ ser- 
vices as ‘an absolute godsend to us’. 
‘Taxation and hire-purchase problems, 
it was said, form a significantly high 
proportion of CAB queries. In an 
article published in The Accountant of 
November ist, 1973, Professor C. T. 
Sandford identified CAB inquirers as 
_ belonging predominantly to the elderly 
and low income groups; many, he said, 
found tax forms difficult to cope with 
and were often ‘inarticulate and fright- 
ened of Inland Revenue officialdom’. 
„Applicants for advice, during the 
short time that the service has been in 
operation, have included one who was 
faced with an additional assessment 
after signing a tax return prepared by 
an unqualified ‘friend’. Another had 
received a demand for eight years’ 
arrears of tax after her employers had 
applied the wrong code number to her 
earnings. 

London Weekend Television have 
expressed interest in the work of the 
bureau, and hope to transmit a 
“programme at 11.15 p.m. on May 26th. 
Mr Sloane is also optimistic that 
further centres of this kind can be 
established in the near future. 





New Society Names 
First Officers 


PPOINTMENT of the first officers 

of the Society of Company and 
Commercial Accountants was an- 
nounced this week. The new society, 
now formally incorporated, is to com- 
mence its functions as from July rst. 

The foundation President has been 
named as Mr J. Peter Ford, C.B.E., 
M.A., C.ENG., President of the Society 
of Commercial Accountants since 1970 
and a former managing director of 
Brush Export and its associated com- 
panies. He is also a Council member of 
the London Chamber of Commerce 
and the Institute of Export. Mr 
Lawrance Ludford, M.com., the senior 
founder-member of the amalgamating 
bodies, who had previously been 
named as President-designate (The 
Accountant, November 15th, 1973), 
unfortunately found it necessary to 
decline the appointment. 

Mr G. F. Wolland, F.1.a.c., Chair- 
man of the Institute of Company 
Accountants, becomes Chairman of 
the new Council, with Mr G. Randsley, 
F.COMM.A., F.C.M.A., A.C.1.S., as chair- 
man of its finance committee. Mr J. H. 
Tresman, M.A., of the Company Ac- 
countants, and Mr R. H. S. Beacham, 
B.COM., B.SC., F.COMM.A., of the Com- 
mercial Accountants, are appointed 
Executive Directors, with Mr C. E. 
Barton, F.1.A.C., as Secretary. 

Shortly before this issue of The 
Accountant went to press, we were 
saddened to learn of Mr Ludford’s 
death, at the age of 77. An obituary 
notice appears on page 685. 


Farewell Dinner for 
London Secretary 


Moke than a dozen ‘temporary 
incumbents of an unnecessary 
office’ — as the chairmanship of the 
London and District Society was 
jocularly described — were among the 
60 distinguished members of the 
profession at last Tuesday’s dinner 
in honour of Mr J. W. G. Cocke, 
T.D., M.A., F.C.A., who recently retired 
as Secretary of the London and 
District Society of Chartered Ac- 
countants. 

Proposing the health of Mr Cocke, 
Mr E. Kenneth Wright, M.A., F.C.A., 


President of the Institute and LDS 





Chairman in 1957-58, credited him 
with the authorship of the saying that 
God made the horse, but a committee 
designed the camel. ‘He has been 
devotedly loyal to his society, jealously 
defending it from the onslaughts of all 
enemies, real or imagined, whether the 
Institute itself or his own misguided 
chairmen. Twenty-seven of us — no 
one dared to aspire to a second term — 
know Wilbur as the kingmaker, as the 
éminence grise, or as the tail that 
wagged the dog! 

‘Wilbur has been the main architect 
of a remarkably successful professional 
society; he is proud of it and has every 
right to his pride. We are proud of it, 
and grateful to him for all that he has 
done.’ 


A Century Ago 
The Accountant 


JANUARY 23, 1875 

Liquidation of a bank 

Messrs. Turquand and Harding, 
the liquidators of Overend, Gurney 
and Co., have published a statement of 
the affairs of the company as they stood 
at the end of the year. From this we 
learn that the assets realized £41,496 
138. 6d. last year, allowing a further 
10s. to be distributed to shareholders. 
There are still considerable sums to be 
realized, but those assets of which the 
liquidators feel satisfied that the value 
will come up to their estimate only 
reckon for £38,471 9s. 4d. The doubt- 
ful assets left to be realized (Class B 
in the account) are nominally worth 
£224,425 18s. 2d., but what they will 
yield cannot be stated. It is some 
satisfaction, however, to find that so 
far as the liquidation has gone, the 
properties of the firm have realized 
£1,515 odd more than estimated. 
£20,248 ss. 11d. was received from the 
life interest last year, and some in- 
significant sums have come in on 
account of calls upon shares. 





[Overend, Gurney & Co had sus- 
pended payment on May roth, 1866, 
with liabilities estimated at the then 
enormous sum of £5 million; the 
following day was long remembered in 
the City as ‘Black Friday’, The 
liquidator, William Turquand, was 
one of the petitioners for the original 
charter of The Institute of Chartered 
Accountants in England and Wales, 
and its first President. ] 








What's a big insurance compa 


like us 


doing in a place like this? 


We're carrying out an engineering inspection. 

In fact, it’s just one of thousands that the nationwide 
team of skilled engineers from GRE’s Engineering 
Inspection Service carry out every year. 

Each engineer is a specialist in a particular type of 
plant. And he has the most modern test equipment at his 
disposal. So we can move quickly when it comes to 
helping you meet statutory regulations. 

And although you're obviously interested in safety, 
you're also no doubt interested in keeping your plant 
running profitably. (You won't need reminding how a 
crane breakdown can cripple a building site. Or how a 
boiler failure can halt a factory.) 

So you'll be glad to know that our engineers 








consider it part of their job to spot likely trouble areas 
and tell you what to put right. Before it goes wrong. 

If you'd like to know more, ask your broker or local 
GRE branch. Give us a thorough inspection. Then, 
perhaps, we can do the same for you. 


GRE Engineering Dept: Civic Drive, Ipswich, Suffolk. 


Guardian 
Vie Exchange 


Assurance 


A good name to trust your inspections to. 










Burmah 


1973 RESULTS . 
The net operating profit at CAS. 7 million showed 
an increase of £22.5 million or 85 per cent. Net 
earnings per ordinary stock unit (before extra- 
ordinasy items) increased from 15.23p to 30.74p. 
Qur operations in Europe have made a 
considerably increased contribution to profits, but 
those in the UK suffered from the price restrictions 
and the dislocation of crude oil supplies in the 
latter part of the year. The contribution of Burmah 
Oil Tankers to net operating profit was 
` approximately one-third. 

TWO MAJOR EVENTS 

Two major events were set in train during the 
_year, The first resulted in the acquisition of Signal 
“Oil and Gas. The other is that Burmah has now 

made a significant discovery in the North Sea. 


‘The Year at a Glance 





Turnover net of duties 

Profit on trading 

Net operating profit 

Dividends from UK companies 

Net interest charge 

Profit before taxation 

Attributable to ordinary shareholders (before 
extraordinary items) 


Ordinary stock dividends 
Capital expenditure after grants 
Earnings per ordinary stock unit (net basis) 


Cash generation (including extraordinary items) 


Following the introduction of the new imputation tax system, 1972 figures have been restated. 


Burmah Oil 1 


Wag A year of substantial progress 


Extracts from the Chairman's statement 


GOVERNMENTS AND OIL 

The costs of exploration and development in the 
newer offshore areas are gigantic as compared 
with the oil-producing areas of the Middle East 
and companies will inevitably be deterred from 
continuing to incur these costs — and indeed may 
be unable to arrange the necessary finance for 
development — unless there is some 
permanency as to the rules to be applied by the 
relevant government and the prospect of 
reasonable reward for the very substantial risk 
capital and development expenditure involved. 


FUTURE PROSPECTS 

We are now seeing some of the fruits of the 
implementation of the company’s policies and 

l look forward with confidence to further progress 
in the years ahead. 








1973 1972 
£000's £000's 
495,866 348,507 
64,670 37,987 
48,721 26,265 
14,050 11,734 
16,159 9.771 
56,963 35,038 
44,219 21,503 
74,850 34,469 
17,445 15,768 
89,956 61,926 

30.74p 15.23p 


For a copy of the Report and Accounts please write to The Secretary, 


The Burmah Oil Company Limited, Burmah House, Pipers Way, Swindon, Wiltshire, SN3 1RE. 








































Chartered Secretaries’ 
Australian Jubilee 
[EMBERS of the Australian di- 
IN ivision of the Institute of Char- 
> tered Secretaries and Administrators 
recently celebrated their diamond 
jubilee. The occasion was marked by 
a national convention on the theme 
of “The Corporation in Society’, 
attended by delegates from the UK, 
- Australia, Canada, New Zealand and 
` South Africa, and including the Presi- 
` dent and Secretary of the Institute, 
Sir Stanley Morton, F.c.1s., and Mr 
James Phillips, opp, LL.M., PCS, 
Members agreed unanimously that 
the character of the Institute should 
be preserved as a single and unitary 
` professional body, in preference to a 
federal organization. About 20 per 
cent of the Institute’s 45,000 members 
belong to the Australian division. 



























































AICPA Opposed to 
Anticipating Losses 
OSSIBLE future losses resulting 


from business uncertainties should 
be anticipated and accrued in published 
financial statements only in ‘rare and 
unusual” circumstances, according to 
the American Institute of Certified 
Public Accountants. In evidence 
to the Financial Accounting Standards 
Board, the AICPA suggests the follow- 
ing criteria in determining whether 
losses should be charged to current 
revenue in advance of their occurrence: 


(i) circumstances can reasonably be 
expected to result in a loss and 
occurrence of the loss is suffi- 
ciently predictable; 


(ii) the loss is demonstrably related 
to operations of the current or 
a prior period; 
(iii) the loss can be measured with 
reasonable approximation. 
Future losses arising from, e.g., a 
strike or the general risk of litigation, 
it is pointed out, would not meet these 
criteria. Future losses from expro- 
priations by foreign governments 
should be accrued ‘only if expro- 
priation is deemed to be imminent’. 
The FASB is holding a public 
hearing in New York this month (The 
Accountant, April 4th) on the question 
of accounting for future losses, and has 
itself suggested criteria similar to 
those of the AICPA. It has also 





announced the appointment of a 14- 
member task force ‘to assist in 
identifying the issues and alternative 
solutions related to accounting for 
business combinations and purchased 
intangible assets’. 

Application of the existing criteria 
for ‘pooling of interests’ accounting, 
the FASB stated recently, has given 
rise to problems needing consideration 
on an immediate basis. 










Tax Burden Eased 
on Maintenance Orders 


Te Government has acknowledged 
the hardship whicb may arise from 
applying the ‘aggregation’ rules t 

maintenance awarded by a Court 
for the children of a divorced mother 
(The Accountant, April 25th). While» 
refusing to depart from the principle 
that such maintenance is treated. as 













South Essex Society Inaugurated ` 


ORMAL inauguration last Mon- 

day of the South Essex District 
Society of Chartered Accountants 
has increased to 18 the number of the 
English Institute’s autonomous dis- 
trict societies. 

A number of distinguished guests 
attended the inavgiral meeting, in- 
cluding the President of the Institute, 
Mr E Kenneth Wright, M.A., F.C.A.; 
Mr A. J. Bird, F.c.a., the first Council 
representative from South Essex; Mr 
A. J. Hardcastle, F.c.a., Chairman of 
the London and District Society of 
Chartered Accountants; Mr L. Dudley 
Morse, F.C.A., President of the Char- 
tered Accountant Students’ Society 
of London; and Mr R. W. Jarrard, 
F.c.A., Chairman of the former South 
Essex Branch of the LDS. 

Mr Wright, in the course of his 
speech, suggested that the year 1974, 
which had seen publication of the 
provisional standard of practice on 








First President of the South Essex District Society, Mr R. A. Joynes, F.C.A. (sight) is welcomed 
by the President of the Institute, Mr E. Kenneth Wright, M.A., F.C.A., and (centre) Mr R. W: 
Jarrard, F.C.A., last Chairman of the South Essex Branch of the London and District Society. 


accounting for changes in the pur 
chasing power of money, would rank 
in accounting history with the first 
formal statement of the principles of 
double entry in 1494. 
‘We are proud of our recognition as a 
self-regulatory profession: that is, as a 
profession which works out its own 
techniques and standards and may. 
hope to be allowed to continue to dos 
provided always that it works with a 
full sense of responsibility.’ 
At the Society’s first formal com- 
mittee meeting on Wednesday, Mr 
Ronald A. Joynes, F.c.A., a member of ` 
the firm of Payne, Stone, Fraser & Co, 
was elected President, with Mr P. V 
Lush, F.c.a., of Hughes & Allen, as’ 
Vice-President. Mr Donald E. Heady, 
F.c.A., of 187A South Street, Romford, 
who has been secretary of the society — 
since its inception as a branch of: 
the LDS, continues in that office. 

































nvestment income for tax purposes, 

e Chancellor of the Exchequer has 
undertaken to double the threshold 
gure from {1,000 to £2,000 before 
uch payments will become subject 
to the investment income surcharge. 
peaking on the Second Reading 
the Finance Bill, Mr Healey said: 


‘In addition to the £1,000 already 
exempted from investment income 
_ surcharge, the first £1,000 of main- 
_teriance payments shall also be exempt, 
so that a divorced or separated wife 
-with no other investment income will 
not became liable to the surcharge 
until the maintenance paid reaches 
2,000. 

“Even then, the {1,000 maintenance 
after that will be liable only at the 
ro per cent rate. I am confident that 
this alleviation will be widely wel- 
comed.’ 


hareholders Suffer 


ECENT references by the 
-MPresident of The Institute of 
Cħartered Accountants in England 
d Wales, among others, to the 
light of investors by reason of 
flation and dividend limitation have 
‘been officially confirmed. Figures 
leased by Dr J. W. Gilbert, Financial 

etary to the Treasury, in Parlia- 
ment last week show that, in terms of 
‘urrent purchasing power, total ordin- 
ry dividends paid by UK companies 
in 1973 were less than those for 1963. 
In 1963, such dividends accounted 
r 5'3 per cent of the UK national 
income. Following a peak of 6 per cent 
in 1965, the proportion has shown an 
Imost continuous decline to between 
*5 and 4 per cent of national income 
or the years 1970 to 1973 — including, 
1973, related tax credits, 

_ Dr Gilbert was replying to questions 
rom Mr Norman Lamont (Kingston 
pon ‘Thames, Con.). 


Su dget Exacerbates 
Revenue Staff Problems 


= NQUIRIES to tax offices have more 
w= than trebledsince this year’s Budget, 
as officially admitted last week. To 
meet this mounting work load without 
prejudicing other duties, the recruit- 
ment of some 1,200 additional staff 
bas been authorized for 1974~75. 

> An internal committee, headed by 
Mr Norman Price, chairman of the 
Board of Inland Revenue, is currently 





reviewing the department’s manage- 
ment and organization. According to 
the Commissioners’ latest report (The 
Accountant, January ioth), recruitment 
at the rate of some 5,000 per annum is 
barely keeping pace with wastage from 
various causes — a situation aggravated 
by the raising of the school leaving age, 
and by the increasing reluctance of 
younger staff to work in London. 


New CBI President on 
Social Responsibility 


RESIDENT of the Confederation 
of British Industry for 1974~75 
is Mr Ralph Bateman, M.A., F.C.LS., 
F.B.I.M., F.R.S.A., chairman of Turner 
& Newall since 1967. Mr Bateman, 





who has served as Deputy President 
of the CBI for the past year, was 
also one of the speakers at last 
week’s seminar on ‘Social Responsi- 
bility ~ Who Pays?’ at Chartered 
Accountants’ Hall (The Accountant, 
May 16th). 

Concurrently with Mr Bateman’s 
election, Turner & Newall released 
copies of the company’s Code of 
Business Practice, intended as a posi- 
tive indication to present and pros- 
pective employees of the standards 
to be expected. ‘A high and con- 
sistent standard of business conduct’, 
it says, ‘is expected from its directors, 
managers and supervisors throughout 
the world.’ 

The T & N Code — reviewed in this 
week’s ‘Finance and Commerce’ — lays 
down that ‘the company should behave 
like a good citizen in business’, holding 
its commitments as ‘continuous and 
irrevocable unless varied by mutual 
agreement’. 





Gifts Tax 
Castigated 


KE philosophies of 
this year’s Budget were ‘sour, 
narrow and envious’, Mr Peter Rees, 
Q.c. (Dover and Deal, Con.), declared 
in the course of last week’s Second 
Reading debate on the Finance 
Bill. 

The longer the present Government 
remained in office, the more marked 
would be the ebb of talent, enterprise 
and capital from the UK; the damage, 
he asserted, which their ‘fiscal obses- 
sions’ had already done to the country 
far exceeded any possible loss of tax 
through avoidance schemes. 

The gifts tax, Mr Rees said, was the 
worst example of retrospective taxa- 
tion that had yet been encountered 
under any admiristration; a tax of 
which no details were available was to 
apply to all transactions after March 
27th. He did not believe that the 
Government had appreciated the prac- 
tical consequences of this approach, 
nor was there any constitutional pre- 
cedent for it. : 

For MPs to be told that they must 
await the Chancellor’s autumn Budget 
was no way to conduct fiscal affairs. 
Among the effects of the Government’s 
policy was the number of cases before 
the Courts which had had to be ‘put 
into cold storage’ ~ since no Court 
could be expected to sanction variation 
of a trust without knowing details of 
the new tax. 


‘Lump’ Workers Jailed 
for Tax Evasion 


ENTENCING two Irish building 

labourers to terms of imprisonment 
recently, Judge Edward Clarke said 
that the case demonstrated ‘the very 
serious frauds that have been going on 
for a long time by a large number of 
contractors, sub-contractors and 
builders. This involves millions of 
pounds lost to the Revenue ~ which 
means the honest people who pay their 
taxes’. 

The Court was told of ‘a flourishing 
black market’ in stolen or forged 
Inland Revenue exemption certificates 
and vouchers; these documents, it 
was alleged, were changing hands at up 
to £5 apiece. Arising out of clause 19 
of the Finance Bill, it has already been 























unced (The Accountant, May gth) 
at the Inland Revenue plans to 
introduce a new form of exemption 
certificate incorporating the holder’s 
nature and photograph. 

_ Patrick Carrig — said to have paid 
no tax since 1968 — was sent to prison 
for 15 months, and John Guihen for 
e months, after pleading guilty to 
iring together and with other 
men to defraud the Inland Revenue. 
The sum involved was nearly £3,000. 


‘THIS IS MY LIFE 


Diplomatic Debt 
Collection 


by An Industrious Accountant 


EI credit controller came to ask for advice. He’d gone 
to visit this shirt-factory customer whose account was 
overdue and who ignored reminders, and he’d got a frigid 
reception. A hard-faced battleaxe told him she’d had a bad 
six months’ trading, what with interest rates and VAT and 
_ three-day weeks, and she couldn’t pay. If he pressed her, 
_ she’d simply go bankrupt, she said; she wanted six months’ 


further credit. 


` What should he do, demanded the C/C crossly, with the 
air of one claiming his rights. I said bluntly that it was up to 
him. He’d met the lady and assessed her mettle; he must 

«carry the can. 

He came off his high horse then, so we had coffee com- 
panionably, and I told him of a similar debt collection trip 
of mine twenty years ago. The bill was £800, four months 
overdue; terms were 5 per cent one month, 2} per cent two 
months, and my man had the cheek to say ‘5 per cent or no 
dice’. 
<-I arrived in his shop, a well-stocked prosperous-looking 
men’s drapery, at 10 a.m. by appointment, and was shown 
up to his office. Seven feet of hulking black-haired bad 
temper, with a hangover, sat waiting, and it was claim 
and counterclaim, hammer and tongs, right away. 

After twenty minutes we were getting nowhere fast, so 
he produced a bottle of whisky and half filled up two big 
tumblers, neat. ‘Time we got properly acquainted’, he 
growled. “Your big bloated capitalists try to grind us poor 
bloody retailers, but no matter. Bottoms up!’ 

_ Early-morning alcohol isn’t my cup of tea, but I swigged 





Counter-Inflation Act 
Still Operative 


ES have a continuing 
obligation to report to the Pay 
Board all settlements covering 100 
employees or more. Speaking recently 
to members of The Institute of Cost 
and Management Accountants in Lon- 
don, Mr Kenneth Johnson, deputy 
chairman of the Board, 
settlements are being reported at the 
































rate of nearly 200 a week, and I expe 
this rate of activity to be maintained 
while the Board continues to operat 

The present Government. has. 
dorsed the Pay Board’s statutory d 
for enforcement of Phase IIT of the 
counter-inflation ` legislation. The 
Board has already approved or 
screened 3,000 settlements undet 
Phase III, covering 9.9 million 
ployees, in addition to 7,500 Phase 
settlements since April 1973. 































said ‘New 






a swallow and offered a compromise of 2 per cent for cash 
down; otherwise a writ was inevitable. Five or nothing, he 
retorted, squinting angrily with one bloodshot eye, and 
back we went to square one and more Scotch. 
Suddenly he gave in. “Take your so-and-so blood-mon 
he said, refilling our glasses, and out came his cheque book. 
I stood up unsteadily, fumbling for the receipt book, and 
saw a worn old cushion on my chair. Salvation, unexpectec 
was at hand. Marvelling at my own brilliance, turnin 
sideways for concealment, I poured the contents of m 
glass slowly into the absorbent cushion while he wrote. 
We exchanged documents. ‘ *Bye — and thanks’, I sai 
stumbling towards the door. He interrupted: with a 
indignant roar, “You never marked in the discount,’ 
rose menacingly; but staggered and sat heavily into my 
vacated chair. l had a last glimpse of his startled red face 
before making for the bank, three doors down, to cash the 
cheque before he could stop it. 
The moral, I told the C/C, who had been frowning 
impatiently, was never to leave a debtor without a firm 
decision — and an instalment on account. 






Financial Control 



















































RALPH TEMPLE, F.C.A. 
irector, Tesco Stores (Holdings) Ltd 








o the housewife. 










d the last 10 to 15 years, supermarket multiples have 
tremendously increased their share of Britain’s food 
etailing market and now command more than 40 per cent of 
the total. The extra business has been taken primarily from 
independent operators, whose numbers have decreased 
considerably in this period. 

By applying tight financial controls in a high turnover/ 
w- margin situation, supermarket groups have been 
apable of making sufficient profits to show an acceptable 
urn on capital employed. My own company foresaw as 
ng ago as 1960 that some form of diversification was 
necessary, in order to be able to operate at least to some 
extent in that part of the retail market which was not sub- 
ject to quite the same intensity of pressure on prices and 
argins as the food sector; it therefore diversified into 
non-foods. 

This decision has contributed materially to the increased 
rofitability of the company. Development into non-foods 
has been followed by extending into other fields such as 
wines and spirits, and furniture. 


Government controls 

Until the end of 1972 supermarket groups were relatively 
free from government restrictions, since retail price 
maintenance had been abolished some years earlier. From 
November 1972, however, they have been subject to 
controls under phases I, II, and III of the counter- 
inflation legislation. 

Under Phase I which, fortunately, was in force for only a 
short period of time, retailers were subject to cash margins 
control. This meant that if cost prices of goods increased 
he actual gross profit earnings on the item could not be 
increased, resulting in a drop in actual gross profit per- 
centages whenever cost prices were raised. 

Phases II and III were aimed at controlling the modest 
gross margins and net profit of supermarket retailers to the 
level prevailing in the year approximately corresponding to 
1972. This in itself has ensured that, in a time of high 
inflation, supermarket multiples could not increase gross 





Strict financial control is absolutely essential to the successful running of a 
rge supermarket group which operates on a high turnover but achieves a 
relatively low net profit margin. Fierce competition in the High Street has 
ensured that prices are kept as low as possible, so giving the maximum benefit 


Net profit margins in the neighbourhood of 3 to 4 per cent have been quite 
ormal in food retailing — very much lower than those achieved in non-food 
ctors. The need to work on low margins has made supermarket operators in 
his country exceptionally cost-conscious; this has resulted in Britain’s food 
etailing industry becoming one of the most efficient in the world. 


in Food 


margins at the expense of the shopping public. These ` 
controls have been very effective, as has been confirmed by 
statistics recently issued by the Price Commission. 

From April 1st, 1974, the Price Commission have in their 
wisdom invoked the provisions of paragraph 80 of the 
legislation relating to Phase III of the counter-inflation `: 
controls. The effect of this is basically to enforce a reduc- — 
tion in gross margins of ro per cent on food sales, as | 
against the original reference levels fixed for Phase ITT. 
Similar restrictions have been applied to the non-food 
sector of the retail trade from May 6th. 

A reduction of 10 per cent in gross margin means in 
reality a reduction in the neighbourhood of 2 per cent on 
gross profits earned, which is likely to reflect a similar 
reduction in the net profit percentage. The short-term 
effects of this control can be accepted; but in the long 
term it will certainly not leave multiple supermarket 
organizations with sufficient retained working capital to 
finance even modest expansion. 

The penal effect of the 10 per cent reduction in the 
gross profit reference level control has, however, been eased 
somewhat as from May 6th. There is a new overriding 
regulation that gross margins need not be cut by the full 
ro per cent below the reference level if this results in a 
reduction in net profit margins of more than 25 per cent 
below the reference level. 

It must be borne in mind that provision of the services 
shoppers require — including refrigerated display cabinets, 
high standards of store hygiene, chilled and cold rooms, 
attractive display units, good lighting and ventilation 
standards and, of course, the provision of suitable car 
parking facilities — necessitates the availability of very large 
sums of capital. The costs of providing good staff canteens 
and welfare facilities are also very high. It can only be 
hoped, therefore, that the current restrictive legislation 
will be of a temporary nature. 

Tesco, since going public in 1947, has expanded rapidly 
and each year has been able to produce increased profits. 
The abolition of retail price maintenance — for which this ` 
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For 100 years we have . 
published books for the 
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The mentally ill - 
cry out for help 
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MANAGEMENT ` 
PUBLICATIONS ` 


WE BRING IT 


Each year } million more people seek help for mental disturbance. MIND , 

(The National Association for Mental Health) has over 100 local groups 

supporting sufferers and their relatives within the community. 

MINDalso ; 

% offers an advisory service to the public 

æ runs special schools and community homes for children in need of 
psychiatric care and support st "2 

e runs a holiday home by the sea for the mentally handicapped 

3 helps support university research into teaching handicapped children. 

MIND needs money to carry on. MIND needs money especially to . 

develop a Group Home scheme to give new life to people languishing 1 ` 

unnecessarily in mental hospitals ~a scheme which saves a grèat deal of "en 

public money. ` 
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t 
Whether you're raising capital for a special project, or 
looking for the most profitable and convenient way to use 
a cash surplus, call Butler Till. 


As leading money brokers, we can put you in instant 
touch with the money market. 


If you're a depositor, we can arrange terms 
through short or long-term deposits with local 
authorities, with banks, with finance houses, or 
through the purchase of sterling certificates 

of deposit, 


if you are locking for funds, short or long, we 
can also help. Our dealing rooms in London, 
Manchester, Edinburgh, Jersey-in association 
with Guy Butler & Co. (Jersey) Ltd. — and 

Dublin, in association with Dawson Money 
Brokers Ltd., provide immediate and up-to-the- 
minute information, as well as facilities for most 
competitive dealing. 


At Butler TIil, we offer all you need to make the most 
efficient use of the money market. 


Callussoon, > y 


Butler Till Ltd. ` . 


Money Brokers 


34 King Street, London, EC2V 8ER Tel: 01-606 8341 Manchester: 061-228 3521 Edinburgh: 031-225 6167 
Jersey: Jersey Central 37461-65 Dublin : 0001-782055 


A member of the Clive Group ` 





School Fees 
on Easy Terms 








The ever-increasing fees for private education and the high cost of borrowing 
is making the payment of School Fees an even greater burden for many parents. 


In these circumstances Welfare’s School Fees Plans are an even better propo- 
sition. Fees are paid in full immediately they become due and can be repaid 
over ten or fifteen years. 


A number of plans are available but they are all designed to make School Fees 
payments as painless as possible. They all provide tax relief on the payments 
and may even show a tax-free capital gain at the end of the term. 


For full details and agency terms send off the coupon to our Marketing Services 
Department at Folkestone. 


Please send me details of Welfare Life School Fees Plans | 
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Welfare Insurance Co Ltd ee 

The Leas, Folkestone, Kent, CT202AN. 
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company can claim much credit- has increased competition 
between retailers and has forced ‘all operators to look for 
increasing efficient ways of running their organizations, so. 
keeping down costs. 


Systems and procedures have ‘changed rapidly Í in order . 
to keep pace with a growing and éver-changing business 


‘and this has enabled profits to increase to the benefit both 
of the company and of its shareholders. The public has also 
benefited from the capital which has been ploughed back 

` into the trade to provide modern facilities. 
The prime sectors of financial controls and developments 


within the Tesco group are dealt with in some detail 
below. It must be emphasized that the degree of expansion . 
and the control which have been witnessed would not have ` 


been possible but for the use of computers, which form the 
backbone to the administration of large retailing groups. 


Naw store acquisitions. 
In the days when a new store would represent 1 no more 


,, than an eighteen- -foot frontage standard unit with very low. 
'** fitting on costs, it was not very difficult to make a decision 


as to whether to take a site. Today, when the capital invest- 
ment in a new store sould well exceed £1 million, and 
when a store must be purpose-built to meet the specialist 
requirements of a supermarket operator, much more care 
‘and attention to detail is obviously vital. ` `. 

Modern supermarket thinking favours the philosophy of 
the one-stop shopping concept for the public, providing 
, them with “all their. basic needs under one roof, with 
adequate car parking facilities. Today it is normal policy 
not to consider any new stores of less than 20,000 sq. ft 
selling are with adequate car parking facilities. The table 
below indicates the trend Pilha the group towards the 
, larger store. 


CHART OF SALES AREA GROWTH 


Number of Stores l ` Pe 


274 


222 





When considering acquiring a site for a new store, often 
involving participating in a developer’s scheme, it is vital 
that very careful consideration is given to the budgeted 
return on Capital employed that can be achieved. This can 
be calculated after detailed study of. the catchment area, 
allocation of space in the’ store between the various depart- 
ments, estimated takings of each section of the store, profit 
margins to be achieved within’ each section and the: "wage 
costs, i 

. The capital costs are ċalculated very scientifically, 
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: E care being taken to avoid the i common error of 
` understating capital costs due to inflationary tendencies. 
‘From this information it is possible to prepare in advance a 


budgeted trading and profit and loss account in order to | 
establish the viability of the store. ` 
Senior executives of the company independently visit the 
proposed site and put their own interpretation on the 
trading pattern and trading potential; these opinions are 
subsequently discussed at an executive meeting when all 
senior staff involved.in the various aspects of the proposed 
store are able to give their views. It is then possible with a 
fair degree of accuracy to produce the budgeted trading and 


- profit and Joes account which, depending upon the return 


on capital employed and certain other -factors, is then 


approved or rejected. 


In the event of approval, the details are then d E 


"to the parent board’s property committee, who reconsider 
. all the facts presented and decide whether the company 
~ should proceed with the new store or not. 


The system seems to work very well and the post-opening 
comparison of budgets against actual figures consistently 
proves the point. It is, however, an established fact that the 
larger the store, the longer it can take for the projected 
pattern of trade to materialize. 


Salas performance | 


The sales performance of every store is vetted on a weekly 
basis, asis common throughout supermarket trade generally. 
Figures are produced analysing the sales into a number 
of sections including, groceries, fresh foods, meat, fruit and ` 
vegetables. Comparisons are made against the sales per- 
formance of the preceding week and the preceding year. 
Where the performance of an individual branch is con- 
sidered to be unsatisfactory, immediate action is taken to, 
ascertain the reason, if any, for poor performance. ` 
Despite every improved efficiency, the highest costs of 
operating a supermarket are wage costs. These, expressed 
as a percentage of turnover, are critically examined each 
week. Where the costs of any particular branch seem to be 
excessive, these are subject to immediate investigation. 
‘Trading stamps have proved to be an excellent form of 
promotion in our case but, nevertheless, the costs of stamps 
must be closely monitored. With virtually all branches 
having at least one double stamp day, and some with more 
than one double stamp day each week, these costs have to 


-be considered very: carefully indeed.’ A weekly report is. 


produced of any branches where the costs EE to be high, 


and an explanation must be given. 


Gross margins 


Whilst it is vital that the company i is aware of. the gross 
margin upon which it is operating, this information is of ` 
limited use unless the actual gross margin earned ‘by each 
individual branch can be readily ascertained. It is possible 
for a large branch-to be achieving very high’ turnover 
figures but, if it is not-earning an acceptable gross margin, it 
could in fact be losing money. Supermarket groups.who in . 
the past have not taken this factor into account have very 
often found themselves in ‘difficulties. . 
ZE the aid of the computer, it is a part of the basic ` - 
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system of financial control of the company to be able to 
ascertain the gross margin.being earned by each branch. 


Whether goods dre delivered from the company’s own 


„central warehouses or direct from suppliers, the computer 
is able to caléulate the gross margin earned by a branch 
on the goods it receives, since goods are charged out to 
branches at both cost and selling price. 

: 

Stock control 


The existing.system of stock control of branches is basically 
very simple; a branch must, subject to seasonal variations, 
hold a given number of weeks” stock against sales. The.aim 
is to enable branches to achieve a maximum customer 
service level with the minimum level of stocks. 

Owing to the recent miners’ strike, control on stock has 
proved to be much more difficult than under normal 
. circumstances, resulting in shortages of some lines and 

overstocks on others. This, fortunately, appears to be a 
temporary phase only. 

. ‘Shrinkage’ is the term applied to stock losses at branches 
arising from pilferage, and' additional losses that can be 
incurred` in various other ways. Verification of branch 
stocks is at least as important as that of knowing sales 
achieved, gross profit margins earned and wage costs in- 
curred. It is a vital management control without which the 
average supermarket chain just could not operate. 

For stock control purposes goods are charged to branches 
at retail value. Stock at supermarkets i is normally taken on 
an eight-week cycle by an independent team of stocktakers — 
sometimes at intervals of less than eight weeks where, for 
example, the previous stocktake result has proved unsatis- 
factory, there is a change in management, a retail executive 
has reason to request stock to be taken, or for insurance 
purposes in the event of burglary, fire or flood. 

Since it is vital that the stock result be known as quickly 
as possible, within a period of about a fortnight of the 
physical count a provisional result is provided. The pro- 
visional result is one which is calculated on all the informa- 
tion readily available following the physical count, but 
before the figures themselves have actually been verified. 

Under normal circumstances a final result is due approx- 
imately three weeks after the provisional result, which by 
this time can take into account all the factors including any 
adjustments that were found to be necessary on the pro- 
visional result. In practice, in most cases, the provisional 

, result proves to be materially accurate and does not vary 
greatly from the final result, although obviously there are 
exceptions where clerical errors or omissions on the pro- 
visional result are ascertained. 

The stock results are a vital aid to retail management 
since they directly affect the profitability of a branch and 
also act as a yardstick to the eficiency of the store manager 
and his staff. 


Branch accounts : 


The various financial controls on the monitoring of turn- 
over, gross profit margins, stock results and wage costs 
lead to the production of probably the most important 
financial control document in the company — the branch 
accounts. 

Branch accounts are prepared-at geht intervals 
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and ultimately give ie net profit earned by each branch in 
the four- -weekly period, as well as the corresponding figures 
for the previous year and the cumulative totals comparing 
the current year with the preceding year. Sufficient infor- 
mation is given'in the branch accounts to identify changes 
in the profit pattern of a branch against the preceding year 
and therefore, if remedial action has not already been 
taken, it enables management to take appropriate steps. 

Provisional branch accounts are prepared within a few 
days of the end of each four-weekly period and, although 
the ultimate branch accounts are produced at a later date, 
the differences between the provisionals and the finals are 
normally only marginal. 


Cash flow 


With the generation of very high tumover. pies Sep 
flow control is an essential ingredient as part of the financial 
control of a supermarket group. It is vital to ensure that 
suppliers are paid in accordance with the terms of settle- 
ment agreed between them — although the larger the group, 
the longer the period of credit agreed with the manu- 
facturer is likely to be. Once a period of credit has been 
established with a supplier, then this must be rigidly 
adhered to. l 

With experience gained over many -years it is possible 
to anticipate the bank balance fairly accurately on a daily 
basis. With this information available, any surplus funds 
can be invested on a short-term basis — the interest earned 
on surplus cash held at certain times of the year making a 
material contribution to profitability. 

Due to the brevity of this article, it is not possible to ex- 
plain in detail how all other costs incurred can be controlled. 
It is sufficient to state that all costs incurred, of whatever 
nature, are continually subject to rigid scrutiny and efforts 


‘made to improve cost control systems. 


In recent times, warehouse delivery costs to branches 
have been reduced by the use of a computer system in 
planning routes for our vehicles. Rates assessments, electri- 
city and. gas accounts are examined by experts to ensure 
that the most beneficial assessments or tariffs are in 
operation. 

Very careful studies have been carried out on insurances, 
the result of which is that we are now self-insured, and 
have found that the savings on costs are very material. 
Branch managers are made extremely cost-conscious, 
since branch consumables such as stationery, silk screen 
materials, overalls and uniforms are charged directly to the 
branch incurring the cost. 


Summary 


The company’s: experience suggests that success in the 
supermarket field is very much a matter of being flexible 
at all times, and willing to consider innovations not only in 
trading policies but also in financial control. Computers 
introduced at.a very early stage of our development have 
been of considerable assistance. S 

This article has briefly covered the main areas of financial . 
control in the typical large food retailing group. In the 
present. climate of tougi government restrictions and 
galloping inflation, efficient financial control must neces- 
sarily figure more prominently than ever before. ` 
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‘Holy Cow!’ 


From Our New York Correspondent 


L AST year, as the April 15th deadline for tax payments 
approached, this column carried the title ‘Dear Tax- 
payer...’ (The Accountant, April 1ath, 1973). Those were 
the words with which the then head of the Internal Revenue 
Service, Mr Johnnie M. Walters, coaxingly transmitted 
the federal income tax form (the famous No. r040) to 
individual taxpayers. 

The salutation chosen by the new head of the Service, 
Mr Donald C. Alexander, was much less friendly, merely 
expressing the hope that the enclosed forms were the correct 
ones and urging the, taxpayer to select a ‘qualified person’ 
if outside. help were needed in filling in the many blanks. 
This change in tone is one of the minor reflections of the 
revelations concerning President Nixon’s personal tax 


payments. 


Detailed reports 


‘After agreeing, in December last ‘year, to go in for 
‘Operation Candour’ by publishing his tax returns for the 
four years 1969-72, the President watched while the Joint 
Committee on Internal Revenue Taxation prepared re- 
ports containing more than 1,000 pages of detailed dis- 
cussion of amounts by which his payments might be 
judged deficient. Perhaps because of what he saw, he 
appears to have reverted to ‘Operation Privacy’; even the 
duck covers, in which reporters had to hide when ob- 
serving presidential movements at Camp David, ‘have 
been dismantled. 

Probably the most. damaging part of the Committee’s 
findings was that in 1970 and 1971, while receiving an 
income of over $4 million, the President and Mrs Nixon 
were paying tax at a rate of less than $900 annually. Debate 
continues to rage over the legality of some of the President’s 
deductions, such as the ‘contribution’ of part of the Vice- 
Presidential papers (of questionable public interest but 
at a valuation of $576,000) to the national archives. But 
the key fact is that, for his first term of office, the President 
paid no more tax than would a family of four with an 
income of $8,000. 

The reaction of many tax advisers to this extraordinary 
result has been that regardless of the question of legality, 
they would hesitate to put any of their wealthy clients into 
such a low bracket. Others have pointed out, more cynically, 
that the President may indeed have been unaware of what 
his advisers were doing with his return — and that he may 


merely be awaiting the end of his second term of presi- 


dential office to sue them. 
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_ For the time being, the President has closed the dis- 
cussion by agreeing to pay the estimated amount due 
(with interest at 6 per cent a year for late payment) — 
namely $467,000, equivalent to some £200,000. When 
confronted with this announcement, ¢ member of the Los 
Angeles firm that helped to prepare the President’s return 
is reported by The Washington Post to have been struck 
speechless — except for the exclamation ‘Holy cow!’ The 
reaction of the IRS to this thorougily unhappy situation, 
has been slower but more constructive. 

The Tax Reform Act of 1969 raised the minimum 
income. requiring a tax return from $600 to $1,700, and 
introduced the equivalent of a simplified PAYE form. 
Althoug'x the decline in the value of money has’ eroded 
this advance, there seems little prospect of a further lifting 
of this ceiling, except perhaps in the case of estate duties. 

On the other hand, simplification of the tax forms is 
agiin being recommended. The 1973 version already 
showed two notable improvements; it dispensed with the 
detailed listing of dividends and interest by source, and 
with the spelling out of charitable contributions for which 
the taxpayer has kept receipts. 

The reasoning behind these two improvements is doubt- 
less the IRS conclusion that it can substantiate the tax- 
payer’s return without asking him to duplicate the evidence 
of his Form 1040. But the Service has let it be known this 
year that it expects to be particularly active in calling 
taxpayers in for individual audits. These can apply not 
only to 1973 but, at the discretion of the IRS, to the 
three preceding years as well. 

Two-month delays in sending in returns are still being 
granted almost without question, so long as the necessary 
request-form is submitted oni time. But tis does not mean 
that payments can be deferred until June 15th. Under- 
payments by more than ro per cent attract a 6 per cent 
penalty as well as a 6 per cent interest charge as from 
April 15th. 

A bright girl from Georgia has pointed out to your 
correspondent thatsuch fines could be avoided by the simple 
procedure of obtaining a large, new envelope postmatked 
‘April 15th, 1974’. Even so, with the sanctions that it 
wields, the Service hopes to retain the remarkably efficient 
collection system that it has so painstakingly set up over 
the years. 


Fragile system 


Mr Sheldon S. Cohen, a former Commissioner of In- 
ternal Revenue, admits that the system of voluntary 
compliance, ‘fragile at any time’, has been shaken. Yet 
faith in the federal government’s ability to extract money 
from the public remains high. A recent cartoon shows two 
naked ‘figures running down the street. ‘Not streakers’ 
the caption explains, ‘put survivors of an IRS audit’. 

This year, according to the Tax Foundation, the average 
American family will pay federal income taxes of $3,686 
(some £1,600), an increase of more than 114 per cent over 
fiscal year 1972—73. 

The fact that nearly 40 per cent of total federal tax 
revenue returns to the family in the form of health and 
welfare payments received from the government hardly 
suffices to explain thé continued’ success of the federal 
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money-raising machine.. Good enforcement is no doubt. 


backed up by good tax advice; one firm of advisers claims 
` that 10 per cent of America’s taxpayers receive help from 
it in preparing their returns. But members of the ac- 
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by WILLIAM L. I. NEWMAN, A.C.M.A. 


TE chief accountant wasn’t very impressed with my- 


neat sghedule of tabulations. As he sat crouched 
over the figures, like some mis-shapen dwarf, the 
beginnings of a scowl: began to darken his face. Bravely 
I continued to stand by his desk, waiting anxiously for 
his comments. As last he spoke, uttering each word 
slowly and carefully. a as if pzeaching toa ney converted 
congregation. 

‘You're... just... 
all’, he declared, 

‘What do you mean’? I asked incredulously as I stared 
‘down at my meticulously detailed schedule. 

He waved a podgy hand over the sheet in an expansive 
gesture and then said sadly: ‘It doesn’t tell me anything. 
It’s all so jumbled up. I don’t know what it means. Ask 
me what. I think of it’. : 

I asked him. ` 

“It’s rubbish! Unintelligible confusing rubbish’! he 
replied veheinently. 

>, ‘But I don’t understand’, I muttered darkly. The 
schedulé seemed perfectly clear to me. It provided an 
analysis of the proposed product mix (all 45 of them); it 
detailed the individual costs: of each product; it sum- 
marized the contribution levels, and also supplied all the 
ber ratios. , | 

On sober reflection I suspected that the sensitivity 
analysis .was causing confusion. I had probably allowed 
.for too wide a range of possible outcomes. 

“The project team won’t want to read that’, he replied, 
` angrily trying to stab’ my precious document with his 
' fat finger; then he ordered abruptly, ‘I want you to prepare 
. some visual aids instead’. 

‘Visual aids? I queried. His criticism of my work had 


not... d eee at. 


caught me off guard and my thought reflexes were slower - 


than usual. 
‘Don’t look so puzzled’, he replied sarcastically. ‘I’m 
, not asking you to introduce a revolutionary management 
‘technique. All I want is a few old-fashioned graphs that 
will clarify the position — simply and effectively. Got it?’ 


I nodded weakly, gathered up my valuable document and — 


left the room. I-drew out a large selection of felt pens 
from the stationery- store and spent the rest of the day 
preparing my visual aids. 
" At niné o'clock the following morning I was ready 
and eager to try out my newly-acquired artistic skills, and 
I entered the conference rcom full of confidence. 

Several members of the project team had flown in from 


the Contifignt and were obviously still suffering from the - 
effects “of a: ‘bumpy ‘Aight. ‘The chief accountant gave a - 
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countancy profession are questioning how long the machine ` 
can go on running if this year’s tax legislation does nothing 
to cut back both the size and the staggering complexity of 

American taxes on income. e l 


Down with Visual Aids! 


‘few brief words of introduction and then I stood up to 


give my presentation. 

Twenty-five pairs of quizzical eyes stared at me intently 
as I switched on the projector. Then, as my first graph 
appeared on the screen, the room quickly fell silent. 

The, numerous multi-coloured curves leapt up and 
down and crossed over each other so many times that 
the graph suddenly assumed the appearance of some 
hideous creation of a madman’s mind. i 

The blue lines merged with the. orange, the purple 
with the green, the red with the yellow and the pink with. 
the turquoise — the vision was so terrifying that when I 


„inadvertently moved the graph, several members of the 


audience groaned out loud. 

Courageously I continued with my presentation, but 
by the time I had reached the last exhibit most of the 
team had already left the room. They had all departed 
in a similar manner; each one clutching: his stomach with 
one hand and covering his eyes with the other. : 

My eyes glistened with embarrassment as I switched 
off the projector and picked up my pile of graphs. I glanced 


„across at the chief. accountant, REES seeking his sup- ` 
port and consolation. 


But he ignored my desperate unspoken plea for help 
and turned instead to the ashen faced research director ` 
who was still sitting next to him. 

‘I’m very sorry about that’, he whispered loudly, TN 
talk to him later. I’m afraid he’s got this strange fixation 


about visual aids. . 
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Reed International Ltd v. CIR. 


In the High Court of- Justice Eer Division) = 
November 13th, 1973 


(Before the Vice-Chancellor (Sir Joun PENNYCUICK)) 


Stamp duty — Loan capital - Long debt bearing interest-— Capital 
reduced by cancellation of shares held by third company — Con- 
sideration therefor ~ Debt in favour of acquired company’s sub- 


sidiary — This debt bearing interest at regular intervals — Debt not - - 


to be discharged for substantial period of time — Whether a Sided 
debt ~ Finance Act 1899, section 8. 


The appellant company (Reed) made a written aie to Titers 
national Publishing Co Ltd (IPC) to acquire the Jatter’s entire 
share capital, not already owned by Reed, in consideration of 
shares and unsecured loan stock in Reed. There were then 
15,168,652 shares of £1 each i in Reed held by a wholly-owned 
subsidiary of IPC. 

In order to prevent the subsidiary from belting shares in its 
holding company the offer was’ made conditional on the 
15,168,652 shares being cancelled in a reduction of capital of 
Reed, and Reed was to become indebted to the subsidiary in the 
sum of £36,404,765. These arrangements were effected by a 
special resolution passed by Reed, and the resolution provided 
that the indebtedness of Reed to the subsidiary should carry 
interest at the rate of 10} per cent per annum; and that the 


debt was not to be discharged as long as there was outstanding ` 
any debt or liability.of Reed which would have been admissible ` 


“in a winding-up. At the date of the passing of the resolution 
the debts of Reed included £16,259,882 of unsecured loan stock 
not-ultimately redeemable until 2001. 

It was contended for the Revenue that the debt ost by 
Reed in favour of the subsidiary was loan capital within section 
81 of the Finance Act 1899, in that it was a funded EE within 
section 8 (5). 


Held: the words ‘funded debt’ in section 8 (5) of the Finance 

. Act 1899 meant any debt which was of a capital nature, and 

which was of long duration, and which bore interest; the debt 

in favour of the subsidiary was such a debt, and was therefore 

loan capital within section 8 (1) and was liable to stamp day 
accordingly. 


Nicholson V. CIR 


In the High Court of Justice (Chancery Division) - - 
March 13th, 1974 


(Before Mr Justice BRIGHTMAN) 


- Surtax — Barrister’s clerk — Income tax assessment — Appeal 
dismissed — Dissatisfaction expressed — No application for stated 
case — Surtax assessment based on income tax assessment — Whether 
taxpayer has a remedy - Income Tax. Act 1952, sections 64, 524 4(4) 
— Taxes Management Act 1970, section 31 (6). 


‘The taxpayer, a barrister’s clerk, was assessed to income tax 


for 1965-66 and 1966-67 in the sum of £7,000 in ‘respect: of 


each vear. He appealed to’ the General Commissioners. who 
confirmed the assessments. He ‘expressed dissatisfaction, but 
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. did ‘not within a specified: -period require’ “the, ‘General’ Com- 


missioners to state and sign a case. He was assessed to‘gurtax 


-for the same years; this assessment being based’ upon ‘the 
` income tax assessments. 


It'was contended for the taxpayer that as he could prove’ ‘that 
his actual remuneration was £4,766 for the first.of the two years 
under appeal and £6;383 for the second year, and Cat ag the 
income tax assessments of £7,000 were estimated assessments, 


be should in the circumstances be surtaxed-in the: actual 
- amounts. The income tax assessments. were made in ‘default 


of the taxpayer making returns of income. ° < °° -> à 
It was contended for the- Revenue that pursuant ‘to ‘section 
31. (6) of the Taxes Management Act :1970'the decision of the 


-` General Commissioners on the income:.tax appeals were: final 
`- and conclusive for surtax purposes. 


The Special Commissioners decided in favour et the 
Revenue. 


` 


Held: the Special Commissioners’ decision was correct, `. 


Simpson v-John Reynolds & Co 
(Insurances) Ltd 


In the High ‘Court of Justice (Chancery Division) - March 
26th, 1974 


(Before the Vice-Chancellor (Sir Jonn PENNycuICK)) 


Voluntary payment — To insurance company — By client 
company — After trade relationship ceased — In recognition of past _ 
services ~ Whether trading receipt — Income Tax Act 1952, 
Schedule D, Case I. 


The respondent company (Reynolds) aa its SE 
had for 40 years advised Carrington & Dewhurst Ltd 
(Carrington) on all insurance matters. In 1965 Imperial 
Chemical Industries acquired a large shareholding in Carrington 
and required that all insurance thereafter should be placed 
with the Royal Insurance group, and Reynolds was informed 
that its services would no longer be required. 

In September 1965 the chairman of Reynolds was surprised 


‘to be told that the Carrington board had decided to: make’a 


gift of £5,000 to Reynolds at the rate of £1,000 for five years. 
The first £1,000 was paid in 1966. The fourth payment was 
‘included in Reynolds’ corporation tax -computation for 
1969-70 as a deduction from ‘profit per accounts’ under 
the heading ‘Gift from Carrington‘ Dewhurst’ and was 
included as a receipt in the trading account under the heading 
‘Insurance commissions’ as had the payments ‘received in 
previous years. No thought to the tax position had been 
given until the decision in Walker v. Carnaby: Harrower. 

It was contended for, Reynolds that the circumstances 
were the same as in Walker. v. Carnaby Harrower. For 
the Revenue it was contended that that case was distinguish- 
able, and, alternatively, that the decision was per incuriam . 
because other cases had not been-cited. The Special Com- 
missioners decided in favour of Reynolds. 


Held: the specit Commissioners’: decision was correct, 


H 


Buswell v. CIR - .4 an, tn 5 
In the Court of Appeal — March 27th, 1974 : l 


(Before Lord Justice RUSSELL, Lord Justice Stamp and Lord 
Justice Orr) 


Income tax — Foreign possessions — Domicile of origin in South 
Africa — Whether domicile of choice in England acquired — Burden 
of proof ~ Income Tax Act 1952, section 132 (3). 


The taxpayer was born in Johannesburg in. 1921, and had a 
South African domicile of origin, In 1928 he came. with -his 
parents to ee ‘where he was educated. He remained 


ry 
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here till 1941, when he. was called up, and obtained a posting 
in the Indian Army. He remained 'in India until 1952, when he 
returned to England mainly on account of his father’s health. 
On obtaining employment in England he received a question- 
naire from the Inland Revenue, and in reply to one question 
he stated that he proposed to remain permanently in the 
United Kingdom. From 1955 he held a British Indian passport 
and a South African passport. 


, In 1960 the taxpayer bough? a residence in London, and in 
1961 he married an Englishwoman who had a large income 
from overseas. They purchased a property in Sussex; and 


in 1968 they visited South Africa and purchased a property 


there, and spent about £80,000 on it. Since then they had 

visited South Africa for three months every year. They had an 

intention to go to South Africa in 1976 to live permanently. 
Ld 


‘International Debate 
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Because of the education of their two children, and because of 
the axpayer’s elderly mother, who was still living in England, 
it was not convenient for them to go at an earlier date. ; 
The taxpayer was assessed to income tax for 1961-62 to 
1967-68 on the basis that he was domiciled in the United 
Kinzdom. It was contended on his behalf that he was not 
domiciled in the United Kingdom, and was thus entitled, in 
respect of the overseas income, to be assessed on the remit- 
tance basis pursuant to section 132 (3) of the ncome Tax Act 
1952. The Special Commissioners upheld the assessments. 


Held (reversing the judgment of the Vice-Chancellor, Sir 
John Pennycuick) the evidence fell short of demonstrating 
that the taxpayer had a settled, fixed intention of being 
permanently resident in the United Kingdom, and that the 
decision of the Special Commissioners could not be supported. 


An outstanding feature of the 1972 Tenth International Congress of Accountants 
was the success of its study group programme. The comments of nearly 200 
groups on the Congress papers have now been reviewed and summarized, as an 
indication of contemporary professional opinion, by the Australian Accountancy 


Research Foundation. 


By courtesy of the Foundation and of its Director, Mr W. J. Kenley, M.Com., 
F.A.S.A., we reproduce the groups’ comments on ‘The Audit Report’. The 
international paper on this subject was presented by John B. Studdy, of 
Australia, and summarized in The Accountant for October 19th, 1972. | f 


S it necessary or desirable that ihe short form audit report includes 
| references to such matters as ‘generally accepted auditing stan- 
dards’, ‘generally accepted accounting principles’, compliance with 
statutory requirements etc., or would a one-sentence report. be 
more appropriate? 

This turned out to be a complex question, and the range of 
answers was difficult to summarize. Nevertheless, the following 
observations can be made: 

30 per cent of the replies thought the one-sentence report 
to be undesirable — of these, varying opinions were expressed 
as to whether references should be made to the matters men- 
tioned in the question. There was no general agreement as to 
which references should be included. 

470 per cent thought the one-sentence report to be desirable. 
A number of these considered, however, that such a report 
could not be used until ‘generally accepted accounting prin- 
ciples’ are agreed upon and codified. 

As an example of this view the following report from one 
discussion group might be quoted: ` 

“There is an urgent need for documentation of the objectives 
of and reasons for accounting principles, with significant 
departures therefrom resulting in a reservation in the audit 


Mary other groups commented on the urgent need to establish — 
international principles of accounting and auditing. 


Szould an auditor be required to express an opinion on the 
effectiveness of management in an audit report relating to annual 
jinarcial statements? 

gc per cent answered ‘No’. 

OF these: 

60 per cent of answers were unqualified. 

40 per cent thought that it was inappropriate at this time, 
but the idea had some merit and could be developed over 
time. ` 
ic per cent answered ‘Yes’. 


Blatant faults ; 


Hali of these would only express an opinion if management 

showed some blatant faults. The following comments by one 
discussion group, seemed to be of particular interest: 

‘An auditor in conducting an audit is expressing an opinion 

or. the effectiveness of management in any case. However, 

if management has been so derelict in its duty that questions 


of pending insolvency arise, then the auditor is bound to see 
at ae ai, a i a H E H 
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on management’s ability for the future is not a role the auditor 

accepts happily. 

‘In the case of audits of public or government institutions 
the group believes it fitting for an auditor to express an opinion 
about the performance of management and its custodianship 
of public funds.’ 

A number of groups felt that eventually auditors would 
report on management, or at least would do so in special cir- 
cumstances, but at the present time this was rejected for the 
following reasons: a 

Auditors are not qualified to do this job. 

Bad management should be reflected in the accounts. 

There is no ‘yardstick’ by which to measure ‘effectiveness’ of 
management. 


Where contingencies, uncertainties and approved departures from 
generally accepted accounting principles are fully disclosed in notes 
to the financial statements, should the auditor qualify his opinion 
in respect of such matters? 


Only 27 replies were received to this question, but the over- 
whelming answer given was that disclosure must be made in 
the report if the matter would affect the presentation of a 
‘true and fair view’, and if it were material. 


Where the parent company auditor is not also the auditor of all 
subsidiary companies, should the audit report on the consolidated 
. financial statements indicate the proportionate amounts of assets, 
profits, etc., which have been included in the reports of other 
auditors? 

The almost unanimous answer was ‘No’. Most replies re- 
ferred to the fact that the parent company auditor must accept 
full responsibility for the accounts he signs, and therefore there 
is no point in including such references. 


Access to books 


The comment was made that the parent company auditor 
must have access to the subsidiaries’ books and their auditors’ 


working papers, and only in a case where this was not possible ` 


would such a reference to a subsidiary’s accounts be made in the 
parent company’s audit report. An overseas subsidiary could 
provide such a case. 


Does the procedure which is generally accepted in most countries 
whereby the shareholders appoint the auditor, lead to apathy on 
the part of the shareholders with the result that the auditors are the 
nominees of the directors? Does this affect the independence of the 
auditor? 

There was some confusion in the answers because of two 
questions asked, but: 

8o per cent of the replies received maintained that auditors’ 
independence would not be affected (although a reading of the 
replies suggested that there was some doubt about whether 
some groups were not saying independence should not be 
affected). 

20 per cent said independence could be affected. 


The following comments were fairly typical: 


‘Independence is a state of mind’; and 
‘The integrity of the professional bodies would ensure 
the independence of auditors.’ 
One group mentioned that independence should not be 
affected, but that outsiders may think it could be affected. 


To what extent should auditors be required to report on offences” 
against legislation? Should this be confined to breaches which affect 
the financial statements? 

` Three groups specifically mentioned that they thought that | 
the question was not specific enough, and again it has two parts. 
However, the majority view was that auditors have no duty to 
report breaches of the law except in so far as they materially 
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affect the accounts, although it was recognized that in some 
countries the law requires the auditor to report any breaches. 


Prior period ; 

It is the requirement in at least one country that prior period 
financial statements should be amended -and an amended audit 
report issued where post-balance events, had they been known, would 
have required an adjustment to the prior period financial statements. 
Should facts discovered, say, several years after balance date 
require amendment of two and three-year-old financial statements? 


The almost unanimous view was that past financial statements 
should not be adjusted in such circumstances. The adjustment 
should be shown as a separate item (if material), either as a prior 
pericd adjustment or an, extraordinary item, in SH year in 
which the relevant facts are discovered. 

In addition, it is worth noting that about 30 ae cent of the 
groups considered that statistical and comparative figures 
should be altered in the circumstances outlined. 


The expressions ‘true and fair’, ‘present fairly’, and ‘true and 
correct’ are used in varying countries in relation to audit opinions on 
financial statements. Would,the expression ‘fair and reasonable’ be 
more appropriate in all cases? 


Most groups interpreted this question to be saline which 
of the phrases mentioned had their preference, and the most 
significant fact to come out of the replies was the almost com- 
plete rejection of the use of the word ‘true’, by reason of its 
implication of exactness. 

There was fairly even support for ‘fair and reasonable’, and 
‘present fairly’. Some thought there was little or no difference 
between all these words, and that none of them really conveyed 
a meaningful message. 

The point was often raised that in some countries the words 


' suggested could not be translated accurately, and that inter- 


national acceptance of a single phrase was therefore imprac- 
ticable. 


Does attesting to the validity of budgeted results (forecasts of 
profits) serve to destroy the auditor’s credibility? 

Opinion was clearly divided on this issue. Some thought it too 
dangerous an area for auditors to become involved in; some 
thought auditors should get involved only to the extent of 
checking the calculations made. Others considered that auditors 
could look at the assumptions on which the forecasts were made, 
but only give an opinion on them ~ they could not ‘attest’ to 
their validity. 

All groups expressed great concern over the wording of the 
audit report in such cases, as the audit cannot be thought to be 
accepting any responsibility for the future attainment of the 
budgeted figures. 


1 


Benefits of qualification 


Does the group feel that the spate of qualified reports detracts 
from their effectiveness? ` 


The consensus of opinion was that qualified, audit reports 
had a beneficial effect generally. Examples were cited where 
other qualified reports had strengthened the hand of the auditor 
in having the client conform with Institute recommendations, 
etc. 

The fact that qualified audit reports are more common makes 
the auditor think through each situation to decide whether a 
qualification is required or not. 

It is important that qualification should not be misleading, 
and must be clear and concise. 

In America, limiting the scope of an audit is still current 


- practice; e.g., inventory not being audited in certain cases by 


arrangements with management. ` 





Giving ita Name 
The Flexible Approach 


by A HEAD TEACHER 


Is the last few months we he come up E a brick 
wall with the Treasurer’s Department of our local educa- 
tion” authority. ‘The trouble statted when ‘we decided to 
charge ‘youngsters who lost textbooks, library books and 
- school equipment. 

Generally, there was no trouble from the parents; they 
paid for the missing books. The problem was in paying it to 
the education authority in such a way that it could be paid 
back to us to buy fresh books and equipment. It seemed 
reasonable to us that, if children had lost our books and 
we had got back some of the cost from them, we should 

. have that money for buying fresh materials. 

We could have been dishonest and just paid the money 
into. school funds; the chances are that no one would have 
found out. But we played fair with SE and told 

d the ‘Treasurer’ s Department. 


— 


No Objections 


` The Treasurer’s ‘Department saw no objections to our 
collecting the money, providing: we paid it in to them. It 
was not unusual for schools zo collect i money from children 

‘who had broken windows and to pay it into the Treasurer’s 
Department. After all, the authority had to’ pay for the 
broken windows, so it-was reasonable for the money to come 
back to them. . 


losers. The authority gave us no extra money to cover losses 

of books, eo it was only reasonable that we should be 

credited with what we had collected in to buy more books. 

The Treasurer’s Department said that had never been done 

before, and that there was no machinery for paying that 
‘money back. 

I appealed to the Dirsetor of Education. ‘The reception 
in that quarter was cautious. An official from the Education 
Department came to the school to ask if I had the 

` governors’ approval for what I was doing, and wanted to 
know what was going to ke done if someone refused to 
pay for what had bech lost. 


Fortunately, I have a good memory. I dug out a set of 


school rules which the governors had once approved, and 
, which said that children were to be held responsible for 
school property they had lost. These rules went back at 
least ten years before I came to the school, but the official 


seemed very pleased to find that there was a precedent for ` 


what, we were doing, and departed reasonably satisfied. 
` We had still not sorted out what to do with the money 
we.were collecting, and the rules of our authority are that 
not more than {10 is to be held on school premises before 
being banked. Since no one would. say that we could have 


back the money we collected to buy more books, we refused . 


‘ACCOUNTANT oe 4 





, May 23rd, 1974. 


to pay. the money in. It was: ‘hidden.i in one ote our r hiding- 
places the thieves have not yet found. 

Then one of my colleagues bad an idea. He pointed out 
that all the money we collect from children for articles 
they make in the housecraft, woodwork and craft rooms 
automatically ‘comes back to. us next year. . 

I saw the point. We have begun to pay the money into 
the Treasurer’s Department, so no one can accuse us of 
pocketing it ourselves. We simply enter it as woodwork, 
needlework or housecraft sales.. 

It is blatant falsification of records, but it solves our 
problem. We are paying the money to the authority, and 
we are going to get it back for books for the children: Who 


‘can call us dishonest? 


' We get nothing from it for ourselves, and we would not. 


. have had to resort to this'trickery if authority had used any `" 


common sense and ‘shown some flexibility. - 


When the- cat's away... ` 

It was the same over a cat we once kept to keep down the 
mouse population in the craft rooms. As a cat was not an 
animal which schools were allowed to keep under the Rural 
Studies scheme, there was no legal way of buying it an ` 
occasional tin of cat food to eke out the ration of scraps from 
the kitchen. 

I still have a file of correspondence over the feeding of 
this cat. In the end someone from the audit department, 
visiting the school, told us to put down on our postage 
sheets an occasional parcel costing the same as our pur- 
chases of cat food. Of course it was a case of ‘Don’ t quote 
me? . 
. Pussy nevertheless lived for some 18 Se on the post- 
age claims, until the mice problem had been solved — at 
which point the Chairman of Governors took quite a fancy. 
to him. I passed him only the other day, chasing another `. 
animal out of the Chairman’s garden — a-healthy monument 


. to the value of a well-kept postage claim’ sheet. 
-I pointed out that, ‘hast books got lost, we were the. De ; 
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An Accounting System. and Managerial 
‘Behaviour i 


“by AntHonY G. Hopwoon.: ° 
Saxon House DC Heath-Ltd, £425. ` : 


The research carried out by Dr Hopwood to: ‘enable him to 
write his book was financed by the Ford Foundation and the 
Arthur Andersen Foundation. 

What is being sought hére is 3 true guide and reflection of 

— management efficiency and the best way of providing rewards 
that both are relevant and assist motivation.. So Dr Hopwood 
considers not only the form and content of management in- 
formation, but the use to which it is to be put. i 
In a sense, having read the'introductory chapters, the reader 
may well find it most helpful to read Appendix A, which is a 
` most interesting and comprehensive questionnaire designed tó- 
` be sent to heads of cost centres for completion — not only as a, 
_ guide to the work of each such centre but, which is more vital, ° 
. to the personality and reaction of the head himself. The per- 
centages given to choice in answering are, of course, chosen by 
the author, but every manager reading’ the book m ‘find it 
interesting to compare his own ideas. 

The book constantly -poses the antipathy which can arise 
between profits as the sole judgement point, or a -positive cash 
balance, against longer-term objects and the need for human. 
endeavour to be encouraged and rewarded, and he part plaved: | 

` in such judgement by intelligent reporting and the selection and 
display of information. The great value in this book is in fact 
that it is not just a theoretical exercise, but i is based on ‘what ` 
actualy happens. w ` 


Management Sorvices Handbook ; 
by B. H. WALLEY. ` _. d KC. f 
Business Books, £8. 


Mr Walley is an internal E in industry. De has worked "` 
` with several major. UK groups and written a number of books 
on management techniques. His present book is designed as a 
reference work for managers ón the role of his DEE and 
the techniques relevant to that department. 

- All the matters discussed arise from the application of manage- 
ment and the provision of management setvices. The great 
merit of such a book is, of course, that it not only-sets out the 
areas of services available but also. gives reference points for all ` 
`- major techniques of which managers may not be aware in detail 
or in which areas they are not themselves professionally trained. 

Thus, after discussing the general role of services, the tech- 
niques of appraisal, job study, methods analysis, measurement 
(including sampling) planning, control techniques,’ motivation 
and management by objective are all discussed. Pricing policies, , 
costing, project evaluation, motion study and cost benefit are not 
forgotten and there are asséssments of office O & M: techniques 
and suggestions for further reading. 

Mr Walley is well equipped to provide such a-handbook. He ` 
„writes with knowledge and authority, and-although the book is 
by no means cheap it will not rapidly become outdated. The ` 
manager for whom it is written, ; at all levels. of the spectrum, -will 
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find guidance and some well-chosen ‘Farce sources to assist 
him; not-just a ‘surface’ treatment either, for the examples and 


illustrations. are judiciously introduced. 


ch res 


Bogie opt Group Accounts mie Seach 


. Third edition edited by Joun C. on B. da CA.. 
. Jordan, Zo: 50. 


Groups of companies have come to stay. thes $ have E 


l -rapidly and continuously since Dr Bogie produced the first 


edition of this work, and the recent liberalization of the tax 
provisions for group relief are bound, to accelerate the tendency. 
The preface to this new edition points out that of the 300 


. . United Kingdom companies: identified from à list: of major 


companies, 296 of them submitted group accounts in 1970-71. 
In all’but rare cases the production of group accounts cannot be 
eas 

ege there can be more than one solution to each of the 
various problems which arise. As Mr Shaw points out there is 
probably no such thing as ‘correct’ accounting treatment of 
universal application, So much depends upon the circum- 
stances. What this book seeks to do is to-show ‘appropriate’ 
treatment, in a wide variety of circumstances.. The text is lucid, 
and examples are numerous and clear. 

On the question of the correct ‘date of acquisition’ of a new 


i ‘subsidiary, the book deals with many different situations, but it 


‘does not deal comprehensively with the words ‘the date on or as 
from which the. shares were acquired’ by the company’, 
paragraph 15 (5) of Schedule 2 to the Companies Act is 
‘What exactly do the words ‘as from’ mean? ` 

Although the book is attractively produced arid printed, there. 
was some shortcoming in the binding in the case of the review 
copy. Two of the pages were not attached to the. rest of the book 
at all. 


Revenue Law = 
Seventh edition, by BARRY PINSON. ` ` 
Sweet & Maxwell, £7-50; paperback, £5. 


‘This book is offered as an introduction to the study of revenue 
law for the reader who already has some knowledge of basic 
legal principles. Although it is suitable to be used as a textbook 
for examinations, the hope is expressed that it will also be of 
value to the practising lawyer or accountant, ‘who wishes: to 
have at-least a sufficient working knowledge ‘of the principles 
of taxation to sense when a problem exists’. `. š 
In the income, tax field, the book deals with the year 1973—74- 


It deals extensively with the new situation’ produced br ‘the 


Inland Revenue decision to treat a straight liquidation’ as a ` 


“transaction in securities’ in‘relation to section 460 of the Taxes 


Act 1970: 
Mr Gardiner has contributed a very ‘readable chapter on the 


' new value added tax; he has also brought up to date the section 


on stamp duties. On page 581,the fixed duty on‘leases is shown 
‘as £2, but it was reduced to £1 in 1963. 


Directory of Grant-Making Trusts 
Third edition, edited by J. D. LIVINGSTON Boorn. 


Charities Aid Fund, Tonbridge, Kent, £790 post free, ` 


The. National: Council of Social Services. has “become well 
‘known to many as a convenient organization through whom to 
covenant to charities over a wide field; more recently their 
Directory of Grant-Making Trusts, published by Charities Aid 
Fund, has made a name for its unique and excellent qualities. 
Each edition is an expansion upon the material contained in its- 
predecessor and ‘this, the latest edition, is no exception. The 
division of the Directory follows the practice. of the second 
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edition, i.e., a classification by purpose, a list of charities under 
each principal heading showing the size of grant made in speci- 
men cases by particular grant-making trusts with the name of 
the recipient body, and an alphabetical register of grant-making 
charitable trusts and.showing the objects. of each trust, its 
correspondent’s name and address, and an indication of its 
annual income and grants. 

There is also a geographical and an alphabetical index of the 
trusts, 


Financial Accounting Theory 1: Issues 
and Controversies 


Second edition, edited by STEPHEN A. ZEFF, PH.D. and THOMAS 
F, KELLER, PH.D., C.P.A. 


McGraw Hill, paperback, £3-40. 


Although iftteresting, this is an uneven collection of essays. 
One of its main drawbacks is that it fails to strike new fields of 
thought. It deals, sometimes fertinently, sometimes esoterically, 
sometimes obscurely, with the ege-old topics such as ‘Goodwill’, 
‘Depreciation’, ‘Valuation of assets’, ‘Financial reporting’ and 
the like, but nobody seems to have anything very revolutionary, 
or even new, to say. That there must be a wealth of new ideas 
awaiting development is apparent from the poverty of the 
average set of published accounts and the failure on the part of 
the profession both to arrive az the truth, or something resem- 
bling the truth, in these Go Eed times, and to present infor- 
mation in a manner that can be readily appreciated by the 
layman. 

Indeed, there are times, in browsing through books such as 
this, when one is reminded of Newman’s strictures on com- 
mentators ‘. . . from whom we rise up wondering at the learning 
that has passed before us and wondering why it has passed . 


The question must arise whether accountancy is in fact a 


discipline worthy of such attempts at erudition. 

-One would like to think so; but until the universities can be 
persuaded that it is not just the field of"... those who are forced 
to load their minds with a score of subjects against an exami- 
nation’ and ‘have too much on their hands to indulge them- 
selves in thinking or investigation’, but a subject which can be 
considered as a preliminary to a university education, then there 
seems little point in dressing it up in the manner that books 
such as this attempt. 


Key to Income Tax 1973-74 
edited by J. M. COOPER, F.c.c.a., and Percy F. HUGHES. 


Key to Corporation Tax 
edited by T. L. A. GRAHAM, F.c.a., and Percy F. Hucues. 


Key to Capital Gains Taxation 


edited by K. R. TINGLEY, F.c.c.a., and Percy F. HuGHEs. 
Taxation Publishing Co £2, £2-40, £2-40 respectively. 

These works have been designed to facilitate speedy retrieval of 
wanted information. Access is gained from subject headings on 
the thumb index which divides the sections, prefaced by a 
contents display table. 

Perhaps the greatest luxury for the user is the completeness of 
the narrative treatment at each point so that, for example, the 
full text on the rules applicable on a change of company owner- 
ship are found both in the section Relief for Losses and in the 
separate Prevention of Avoidance. Similarly, the work on Capital 
Gains Taxation includes a ful explanation of the Schedule A 
rules for taxation of leases even though that is also dealt with in 
the Income Tax book. 

An ingenious device for providing continuous reference to the 
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statutes is the use of marginal references which neither distract 
with footnotes nor break the text. The accuracy and authority of 
the material are supported by extensive and up-to-date mention 
of decided cases. Of great practical value is the inclusion of 
official concessions — as, for example, the one which enables a 


“close company to provide a loan towards estate duty without 


incurring the 30 per cent penalty. 

The introductory chapters aid assimilation of the subject — 
the epitome of corporation tax is a gem — and there are valuable 
tables which set out at a glance figures applicable to past years, 
but perhaps the Income Tax paragraph which stresses the need 
to operate PAYE after April 1944 can now be discarded! All 
the same, it is useful to have'full details of past as well as present 
tax rules available for the not infrequent arrears and back duty 
cases. The three Keys together provide a complete tax library 
weighing under fifteen ounces. ; 


Coming to Terms with Trade Unions 
by W. E. J. McCarty and A S. COLLIER. 
Institute of Personnel Management, {1-25 


This paperback, containing six case SN illustrating how 
particular labour problems can be handled, has been prepared 
by two members of the Oxford Centre for Management Studies. 
The studies are intended for group discussion and illustrate 


‘well the: problems inherent in management-labour relations. 


Anyone who wants to know just how complex these can be and 
why such negotiations take so long to complete, will find most 
of the answers in this book. It is well worth reading for the 
insight into the technicalities of management-labour relations 
which it gives. 


Money Matters 
by Nicuo.as FAITH. 
Hamish Hamilton, £2:40; paperback, gsp. 


Emergence of the affluent society and the increase in the 
number of modest rather than small savers has created a need 
for providing information on money matters to these people. 
Already there are a number of useful books which remind the ` 
ignorant and unwary of the pitfalls and opportunities alike. 

This book is not too detailed, and wisely concentrates upon 
basic facts and the essential points. It covers a wide range of 
topics from bank loans and overdrafts to insurance policies, 
from school fees to pensions, and the author succeeds in 
packing in quite a lot of useful information. 


RECENT PUBLICATIONS 


THE INVESTMENT INSTITUTIONS, by Wolfgang Tormann. Volume 
18 of Taschenbucher fur Geld, Bank und Borse, 178 pp. 
4x44. Fritz Knapp Verlag, Frankfurt a/Main; English edition, 
Macdonald & Evans, £130. 

Tue ELEMENTS OF ADMINISTRATION, by L. Urwick, 
edition, 132 pp. 8454. Pitman, paperback, £1-50. 
How to Write Reports, by John Mitchell, 157 pp. 74. 

Fontana, 40p.. 

TAXATION MANUAL, 12th edition, second (cumulative) supplement 
by Percy F. Hughes and J. M. Cooper, x+92 pp. 84x 54. 
Taxation Publishing, £1. 

SYSTEMATIC CORPORATE PLANNING, by John Argenti, 316 pP. 
94x6. Thomas Nelson, Zo, 

THE MECHANISM OF CONSOLIDATED Accounts, by Robert E. 
Ellmer, M.A., F.C.A., A.C.LS. x+147 pp. 8454. William 
Heinemann, £4, £2:25 paperback. 

Srmon’s Tax CASES: 1973, edited by Rengan Krishnan, xviii-+ 
588 pp. 9X6. Butterworth, £8. 


These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, The City Library, 151 Strand, London WC2R (II Net cover . 
prices are quoted; add 2sp for packing and postage. 
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Tube Investments and Inflation 


UBE INVESTMENTS’ exercise in 
inflation accounting is one of the most 
salutary that has been undertaken so 


far by a leading industrial group. So that’ 


the figures speak adequately for them- 
selves, this week’s reprint has concen- 


trated on the ED8 exercise and some of. 


the notes to the accounts have been 
excluded, although the headings are 
given to dencte their existence in the 
original. 

Application of inflation accounting 
principles more than halves TI’s ratio 
of profit to net -assets and substantially 
reduces the ratio of profits to stock- 
holders’ funds and also earnings per 
share. Dividend, instead of being more 
than three times covered, is less than 
twice covered. . 

Lord Plowden, in his statement with the 
accounts refers, naturally; to the effect 
of the adjustment for inflation and states 
that the result of the situation is evident 
in the cash flow for the year, which 
‘shows that even last year when we 
earned record profits the funds we 
generated were insufficient to sustain 
the business’. 

Despite this, he reminds shareholders, 
there are a number of pressures making 
profits even more difficult to earn. 
Expectations of wage increases are high, 
encouraged by the power of many groups 
of employees in a sophisticated economic 
system to cause disruption and the 
demonstrated rewards for doing so. 
Prices of imported raw materials rise 
sharply ‘but there is an assumption that 
somehow or other the consumer need 
not pay’. 


Social responsibility 


Lord Plowden also comments on the 
growing pressure on industry to assume 
increased social responsibility which must 
add to costs. Early last year Social Audit 
Ltd invited Tube Investments’ co-opera- 
tion in a ‘social audit’ of the group. 
“We declined to co-operate other than to 
a limited extent’, Lord Plowden says, 
because to attempt a social audit is 
putting the cart before the horse, since 
an audit pre-supposes that methods of 
measurement and standards for judge- 
ment exist. Quite apart from that, an 
‘enormous volume of work would have 
been involved’. 

The concept of company social res- 


ponsibility is described as ‘vague and un- 
defined’, but TI ‘believes that research 
into the concept would be useful, par- 
ticularly if a system could be devised 
for measuring the benefits of social 
action and assigning costs, so that 
society at large can be put into a position 


-to judge what it wishes and can afford 
to demand. The group is at present- 


exploring with various institutions 
whether a research programme along 
such lines can be developed. If it can be 
mounted under the auspices of some 
established academic body, TI would 
be ‘prepared to contribute towards its 
cost and co-operate with it’. 

Since social responsibility of industry 
is increasingly becoming a matter of 
considerable consequence, it may be 
instructive to give Lord Plowden’s and 
TPs views on this matter at some 


length. 


Society must decide 


Industry’s task is to provide the com- 
munity with the means to maintain and 
improve its living standard and its 
quality of life. It must also produce 
goods and services that people demand, 
and do so by using resources efficiently. 
Without doing both of these it could not 
make profits, nor could it contribute 
through taxation to the cost of social 
services and other public expenditure. 
‘We have’, Lord Plowden says, ‘always 


accepted that TT's responsibilities go wider’ 


than to its shareholders. We accept that 
we must act responsibly and be seen to 
act responsibly in relation to share- 
holders, employees, customers, govern- 


ment and society at large.’ The State in . 


some fields lays down standards and 
independent bodies such as the Royal 
Society for the Prevention of Accidents, 
the Council of Industrial Design and the 
British Gas Corporation’s Watson House 
Test Centre operate in some consumer 
fields in which TI operates. 

_ ‘Society must decide’, Lord Plowden 
considers, ‘if it requires improvements 
in standards of social responsibility and 
must do so in full recognition of the 
cost of these improvements. Any company 


` that pushes too far ahead of contemporary 


standards on its own- may find that 
customers cease to buy its products, 
preferring the cheap products of a less 
responsible competitor. This comes right 


H 


back to the primary requirement to earn 
sufficient profits for financial health, 
A company that goes into liquidation, 
however socially responsible it may 
have been, is no good to its employees, 
customers, shareholders, oy society.’ 


Standing back 


It is now over ten years since Lord 
Plowden became chairman and chief 
executive of TI, and the two offices are 
now being separated with Lord Plowden 
continuing as chairman. He attempts in 
his annual review ‘to stand back a little’ 
and to look back. He insists that TI is 
not a conglomerate in the extreme 
sense, although its activities range from 
toys at one end to numerically-controlled 
machine tools at the other, and cover 
steel tubes, bicycles, domestic appliances 
(gas, electrical and solid fuel), steel furni- 
ture, metal windows, lifts, clutches, 
air brakes and much more in between. 
The common thread is engineering. 

The occupational disease of groups ` 
such as TI is the constant temptation 
to cross-subsidize, ‘using the profits 
one is bound to be making somewhere 
to carry the losses one ought not to be 
making somewhere else’. But ‘it makes a 
lot of difference to one’s profits just to 
eliminate loss-making products’. 

Identity of losses ‘requires accurate 
costing carried out with a close under- 
standing of the business’. Conventional 
methods, for example in the allocation of 
overheads, often completely conceal 
thé true relative cost of particular 
products and the effect of volume on 
particular lines. But without accurate 
knowledge of what a product costs there 
can be no certainty that it is worth 
continuing. ‘Pride in virtuosity without 
realizing or recognizing the commercial 
realities is a recurrent danger.’ 

Lord Plowden maintains that this area 
of identification’ of true relative costs 
of different products of a single plant 
is one in which TI has made important 
progress. ‘ʻA small central team has 
achieved much itself and more in- 
directly by the “catalytic”, effect of its 
work’, although participation by the 
central team in matters of detail in 
particular plants has to be strictly 
limited. 

There is much in this vein in Lord 
Plowden’s review, but here is one final 
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ADJUSTED FOR THE EFFECTS OF INFLATION 
- a be ZS Current | NOTES Sg be og 
Historical Purchasing - : D 
basis Power basis | 1- Basis 
i Di 1973 1973 The adjustments for inflation are based on movament in the U.K. Consumers’ 
7 ; : Expenditure Detlator for the period up to 1962 and "he General Index of Retail Prices ` 
£000 £000 since that date or corresponding indices in overseas countries. The change in the 
` U.K. index in 1973 implies a rare of inflation in the U.K. of 10.6% during the year. 
RESULTS FOR THE YEAR ENDED 31st ` 
KM 2. Fixed Assets including Investments ër? 
DECEMBER 1973 
o R The values of Fixed Assets have been brought up to a “31st Dacanbar 1973” level 
External Sales £405,101 £423,852 (e “current purchasing power” level) by converting the historical values .by 
R l ` ` reference to changes in the indices mentioned in note 1 above between the dates 
of acquisition and 31st December 1973.. Unquoted Equity Trade Investments .have 
s 8 been treated in a similar manner. The investments in B.A. Group and Associated 
o S Companies have been adjusted in lina with their own CPP accounts, £ 
Profit Before Loan interest Payāble , 39,272 24,414 The total increase in the net book amount of these assets measured in 1973 £s 
Loan Interest payable 5,603 5,870 is £66.4 m. This does not. iniply that the assets could actually’ be sold : at this higher 
es ‘ figure. 
Net Monetary item relating to Loans ` E iz — (7,509) : $ 8 
S : EEN A3. Current Se Current Liabilities, Loans and Deferred Taxation 
S S d The figures under these headings in the historical accounts as at 31st December 1973 
Profit before Taxation s 33,669 26,053 rémain unaltered since these already reflect current purchasing power. 
Taxation 15,924. 16,924 : 
, SE GE 4. Total Stockholders’ Funds. 
d e e SE f 17,745 7 10:1 29 The effect of the increase in fixed.assets and investments of £66.4 m. Is to producea ` 
d í ; ý S similar increase in the amount of Total Stockholders‘ Funds at 31st December 1973. 
Proportion of profit after taxation attributable to 5. Summary of the difference between the ‘Profit before Taxation ona 
` Minority Shareholders 1,158 301 historical basis and that on a current purchasing power basis ` 
$ i $ ae: S e £000 
Beer: . ; PROFIT BEFORE TAXATION (historical basis) .. 33,669 
Earnings for the Year ; 16,587 9,828 Adjustments to convert to current purchasing power 
Extraordinary items 1,728 1,996 basis: 
. y Depreciation : (sse note 6 below) (3,892) - 
, . S We SE Stocks: (see note 7 below) (9,230) - 
Profit after extraordinary items 14,859 7,832 Net monetary itams adjusted for movement during SES 
i . the year: (see note 8 below) 
; ! ie ` Relating to Loans 7,509 
Dividends. ~ ’ 4; j , 5,465 5,465 Other Movements ` (650) 
` : $ i no VE i f i ` $ gd 6,859 
ry ve SAKN 7 i A ‘ Proportion ‘of profits of B.A. Group and Associated 
Amount added'to retained earnings “£9,394 £2,367 Companies: Decrease in T Le proportion of profit 
e St : due to current purchasing power adjustments by j 
those companies—B.A. Group (614) 
‘i Associated Companies ` (739) 
" PROFIT BEFORE TAXATION (current purchasing power basis) £26,053 
BALANCE SHEET—31st DECEMBER 1973 - 
j 6. Depreciation 
Net Assets loyed 8 
a eye ; Due to inflation over many years the charge for depreciation or on existing fixed assets 
Fixed Assets 92,669 135,327 in the historical accounts is substantially less than the corresponding charge which 
BA. G 22,558 41,507 would be required in terms of 1973 £s. However, we have. not added this year 
roup ee y t to the provision-for depreciation in the historical accounts, since simply to substitute 
-Associated Companies 16,229 20,644 the 1973 CPP depreciation for the 1973 historical figure would not necessarily ` `. 
: provide the right annual charge required to maintain the Group’s total investment ' 
prade Investments ee ae N ewe : tae in fixed assets in real terms. For example, the effective life’ of many major items of 
‘Current Assets less Current Liabilities -118,471 -118,471 ` | plant has proved to be Íönger than was originally estimated. Studiés are in progress 
L a i EE m | With a view to determining whethar and how far the historical depreciation charge 
, in T.L.’s accounts should be amended in future years. 
f £251 :007 £317,357 i ; 
7. Stocks E 
? Stocks at the beginning of the year amounted to £85.1 m. Due to Inflation during 
g ` S the year, to maintain the same volume of stock at the end Of-.the year, additional: 
Financed by” finance amounting to £9.2 m. would be required and in the inflation accounts 
$ ` ` ' f this is a charge against profits. A 2 
TJ. Stockholders’ Funds 153,423 217,601 Although it is recognised that both. the openings and closing- stock figures 
Interests of. Minority Shareholders 12,141 14,313 -| represent a number of weeks’ stock, the view has been taken that no realistic purpose - 
would be served by averaging the indices over such a period. Appropriate year end 
‘Loans ‘ 70,284 70,284 indices have. therefore been applied for both the opening and ‘closing “stock” 
Deferred Taxation 15,159 15,159 figures. , 
i ` O 8. Net Monetary Items: ’ s - 
J i ' £251,007 £317,357 Net monetary items comprise total borrowings E with “détensd tax and 
R Gi creditors and other current labilities, less debtors and trade investments other than 
t R the unquoted equity.- x 
ze H The net monetary items at the begirining of the year showed a net SE position 
‘RATIOS amounting to £63.6 m. This figure moves during the year by the effect of sales, 
e - purchases’ and other revenue costs (excluding depreciation) together with the 
Profit before Loan Interest Payable to Net Assets 15.6% 7.7% | effect of the net amount expended-on non monetary assets. 
Profit before Tax to Total Stockholders’ Funds 20.3% 11.2% Due to inflation during the year the burden of this average net borrowing position 
Se R SES i 2 on T.i's equity finance has diminished in real terms by £6.9 m. This goes part way 
Earnings per £1 T.I. Ordinary Stock ` 44.2p 26.2p to offset the tee burden on T.L's equity finance mentioned above i in relation to. - 
Dividend per £1:Ordinary Stock - 14.5p stocks. ` Ge 
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dictum: ‘There is no monopoly of skill 


at the centre. Detailed interference 
from the centre would be beyond its 
resources and totally. inconsistent with 
our degree of delegation of executive 
management. We bélieve that a sure way 
to undermine morale is to make the 
people. doing the job think you are 
trying to do- it for them.’ 





Policy Statements 


EE of policy are gradu- 
ally becoming a feature of company 


` reporting. The following from the 1973 


report of Blackwood Hodge is an 
example. The company is the- largest 
in the world specializing in the sale and 
servicing of earthmoving and -construc- 


-tion equipment. 


On the basis of our own: assessment 
‘of future market prospects and re- 
search by our leading suppliers the 
Board is confident of a continuing and 
increasing long-term demand for con- 
and mining. equipment 
throughout the world. This applies 


to the most sophisticated countries as . 


well as to the developing territories. 
In these circumstances the board policy 
for further enhancing Blackwood Hodge 
as a group of. companies trading in 
the interests of its customers, staff and 
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det and with 2 sense of com- 
‘munity and ‘environmental responsi- 
bility, is directed.towards: f 
growth in existing territories through 
increased sales of existing ` products 
and services; * - 
` extension ‘of our existing. exclusive 
dealerships in additional territories; 
utilization of. the world-wide facili- 
ties of the group for the distribution’ 
and servicing: of additional lines of 
earthmoving and~construction equip- 
‘ment and the sale of associated products. 
In furtherance of the objective .to 
extend profitable trading whilst antici- 
pating the main contribution will be 
from internal growth, the possibility 
of acquiring similar or complementary 
‘businesses- may be considered and 
undertaken. The development or ac 
quisition of dissimilar businesses i is not 
precluded. s 
As and when additional finance may be < 
required’ for , expansion the future 
policy of the board remains as. in the 


. Dëst, whichis: 


to retain a reasonable proportion . 
of the profits of each year to improve 


_ the group assets position; 


- to borrow short-, medium- or long- 
term funds, as ‘indicated. by the cir- 
cumstances to be to the maximum 
advantage of the business and its 
“shareholders; : 

to be guided, as in the past, by the. 
overriding corsideration that expansion, 
acquisition or fund-raising i is not under- 
taken unless, in as Judgement of the 


SEN E 
5 , Cer d 
‘board, it will result in increased profit 
per ordinary share, thus ensuring greater 
security for fixed interest and loan 
investors. ; 


Turner & Newall 


T policy .of the Turner &. Newall 
group.in fulfilling its responsibilities 
towards stockholders, employees, sup- 
pliers and the public was described by 
the chairman, Mr R. M. Bateman, in his 
statement with the accounts to September 
1972. Now with the accounts for the 15 
months to December 31st, 1973,, he 
takes ‘General Policy of the Company’ 
further in terms of curren® debate on ` 
company function: . : ` 

The policy of the company on its 
responsibilities towards the public at 
large has been ‘clearly set out in a 
document . . . circulated widely within 
the company’. Titled ‘Code of Business 
Präctice’, the document, Mr Bateman. 
says, ‘contains nothing novel’ but it’. 
codifies ‘what for many years . . . have 
been the practices and policies which 
all of us have tacitly, accepted as proper 
and appropriate’ : 

The position was reviewed in the 
light of the Conservative Government’s 
Companies Bill and it was concluded 
Chat 19 all significant respects Turner & 
Newall’s current practices would meet ` 

` (continued on page 676) ` 
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Trading Profit ` 2 
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Dividends ; i f 7 
- Amount'added to retained 
sarnings ~o n 20 


s o> TUBE INVESTMENTS LIMITED AND ITS SUBSIDIARIES 


CONSOLIDATED PROFIT AND LOSS 
é AND APPROPRIATION ACCOUNT . 


For the year ended 31st December 1973 
























































E. D. E ANDREWES 


BALANCE SHEET 
31 st December 1973 
























































The Group Tube Investments 
i Limited 
1973 1912 1973 1972 . 1973 ez 
£000 £009 : è , e . 
; f NET ASSETS EMPLOYED, Notes £000 £000' „£000, £000 
£405,101 ` £335,737 
: Fixed Assets ` 8 >` 92,669 . 86,288 to GE 
Ja EC Consolidated Subsidiaries 11" > te +. — 133,254 -127,588 
1.69% (336) B.A. Group . 12 22,558 27,849 20,079 .19,407 
2881 2,003 ` Associated Companies 13. 16,229 14.637 7,740 `~ 8,401 
POET Eeer Trade investments _ 14° ` 1,080 7,938 `: 364 . ` 639 
aaa oe’ va] Current Assets 17: 230,391 193,348 21,016 30,500 ' 
VDE n son E 362,927 918,060 182,453 186,535 ` 
39,272 ` 26674, | Deduct: ` l EE Í 
: KEEN i - E - 20,29 
5,603 4308 Current Mahilities 18 111,920 92,133 17,102 GC 
7 i £251,007 £225,927 £165,351 £166,239 - 
33,669 22,365 : ; GE ‘ 
15,924 9,242 | FINANCED BY og i 
17.745 73123 | Issued Capital "un (87,713 36,446 37,713 36,446 
i _ | Reserves - ^ -20 , 115,710 107,835 75,27 69,706 
a 1,158: 871 Interests of Minority MEE? S i , ` 
: Shareholders _ na . 12,141 6.809 — — 
ID IS | Loans 22.. 70,284 70,839 56,875 eeng: 
ER S Deferred Taxation 23 15,159 9,998 ` (4,364) _ (1,549) 
ees 10173 S ` £251,007 £225,927 £165,351 £166,239 
5,465 6.105 A ` ~ 
: ‘Signed on behalf of the Board l 
£9,394 ` - £4,074 SCENE 
7 Directors _ 
44.2p 34.2p SE 


ad š HE? d ` 





May 23rd, 1974 


GG 
Let egt 

~ ibr? 
Orez 
919°L 
LLU9 


\ 0003 
12301 





699763 
(9868) 
usere) 

BELEL 

esit 

LST’ 

88z‘98 

0003 

enjea 
00g ION 
1830L 








ZOE? 


LU 
EU 
Ove 

16 

+9 
g99°Z 
0003 

ONnJeBA 

4009 ƏN 





ACCOUNTANT 


THE 


of 








(€L0°2)F 














SEQ SCH 
OESE BIO 
00034 0003 
cL6i EL 


d e 














EE D'Zkei 
GL — 
(ez) (091) 

- Ore 

zz ELL 

SL 6L 
Z60'L LSL'E 
0003 ` 0003 

` 3509 10 


uoneieideg opener 





s6ulpling pue pue] pjoyeseey 


pioyesea7 uoys 
pyoysseay Buoy | 
senjea YOO 38N 
isBulpying pue pueq pjoyeseo} 
*SUONENJSA BADGE ou) JV POS 919M BAQGE Deels SB PONI|BASI 


Sage pexiy oy} ji ese JySiu yoM US jeyideo Aue uo xej uoneiodiog eut 101 epew Used Sey uojsjaoid ON 
































G69 LC SELF LEO gp? 
SE SLL LOSE gole 3809 IV 
GELL azz L60°E Sue s8yI0 Ut 
Sg ap DEE Let Uj 
= = 919° 896% Ul 
DG E ZE SP6L ul 
` ruOneNnjea IN 
0003 0003 09903 EL6 1 Jequissag jete je SISÁjeuy 
quewdinby sung sBulpiing 
pue pue pue 
` Arouryoey puey pueg 
3uejd pjoyesea] pjoyeoig 
£96'7S3 CEL'893 GEO LZ EL sequiessg ispe Iw 
Lee L96'L — uopepadeg 
(0181) (Lee) (108°2) siuewisnipe pue syesodsiq 
pS6‘OL bes PëgOL einyipuadxy yendeg 
£0¢ gzel RARA SƏMLIPISGNS MeN 
ges eds obri syueunsnipe sazı eBueyoxy 
6E2'0S TLT Y9 LLO'SEL CLEL sequisseg AISLE Iy 
0003 0003 0003 
enjea 3809 40 
yooq əN =uOpReideq UuONenjeA 





quewdinbZ pue Aeuryoey ‘uel 











BIL Jogueneg ISLE Iv 











008'9EF =: LEZ LLG LEO SE? 
(06) Zoe _ uonelnedeq 
(ovz't) tozz) (o9¢'t) sjuawjsnipe pue sjesodsiq 
gee‘) = SES L Sumupugdy? ege 
GK 9 - MSE Soueipisqns MƏN 
SS9 06 ‘Sol squewjsnipe $9121 eBueyoxg 
pee'ze egy'oL ZEEER TLEL Jegueneg IsLE iW 
0003 0003 0003 . 

enjea 1509 10 
20o00 16N uonemadəq uoneneA 





sBulpjing pue pueg pjoyaaid I SMOJ]O} ep ag SJUIUWAOW 
‘uonisinboe jo səlep Əy} 38 səluedwoa esou jo 


sjunoose oy Aq umoys san6} yooq Əy} ie pajesodioout ose sjosse Daat pasinboe eouts sotugduoo JO eseo eut 
ul pug 'uonenjeaa: Juenbesqns Jo ‘jsoo 16 einjlpuadxa jeydeo esudwoo gy6, Amt 3s, aous suOTppe eut 


*uo}e}oeudep peyejnuinsoe Sse] 1809 10 YoneneA iy 
Sieg paxiy 6 


[paonposdas zou) 4903S AzeulpiQ LZ 219d sBujuseg g 


[paonposds, jou) Pautun syuewyseAU! Eqn] 30 Spuepiaig. £ 


"IN? dnoD "vgl *(000’6Z2'7F dnoig) sersssel oi AnoeIp JJO USM SEM ]}IMpooB ZLE, Uy 





Të L)g 





(zoe) 
GU 


“(HNI ZZEL) 000'9073 dno: vg *(000°909'Z3 


aqemoy®? Z464) 000'89v3 dnog “yg Bulpnjoxe dnoig :salnbly BAVYL YY) se Dujas ut oigpofioug uonoxoy 
‘dnop vg ou o Bunejal ((000'6+8)3 Z464) 000'0GF $! əaoqe əy, u; pepnjou] 


snoeueljaosiyy 
səleys YONS 0} eidpungUnE sesse yau 


40 ONLA YOO ey} 13A0 SƏBIPISQNS U! pezinboe seseys Jo 3809 Jo sseoxXg 


Log" 
S84 

LEO 

(vb) 
LES 
Ly 


0003 
EL6L 


S sejeloosse pue seyelpisqns 40 Sejes uo sesso] 
re le De saduarayip op) eBueyoxg 
~“ — UORBXe} Daieiep oi Jeisuen jevOoRIppy 
i AUNE suoisued 898S Iseg 
seledosd Jo sajes uo syyo1g 
y SƏ!10798} JO SƏINSOJƏ UO Sod jeurwa j 

seem dnog əy} epising pjey seseys o} ejqeingquye uoniodosd 

Əy} pus Ojeley} Bunejos uopexer Bunonpep 103e swag, 'Aieupioenxa 

stua}; AJeujp20813x3 9 





























TEZEI GIE TZI 
(£b) = 
(92) Ka 
(ei _ 

800° Sigg 

keng (08) 
tig SO 
= ($16) 





























PIL 6rL'9L 
Fe 092"! 
(osz) (98€) 
Oe Geo 
GE = 
DOC SE 
0007 0007 
xel SOT 
ZLEL 
GOETZ £0994 
DES gore 
GIG L Lert 
SE vig 
il CB 
z4 ER 
4E i? 
6L Lë 
age Lhe 
9 a 
90€ 69E 
ZER SEO L 
LEL'8 9868 
0007 0003 
SEI - EZ6t 


[peonpoides jou] szugUIN[OWY 81032910 


























oct 699'EEF 
~ — Joey XBL, UOneIodion 69UBAPY [BUORSUBI], 
` (GO SS SBaSIGAQ 
(en Sa wop6upy peun 
E "Spa SnoiAGid 104 sjueuSnipy 
esir 60¢'6 i 
= (62) SOSSO} PoAetiaun 
SOL SLëL sejuedwon peyejsossy 
Sa (LE) sesso7 pərən 


seluBdwos Mepisqns 
` $0381 SnoUuEA Je sept AuadwoD 
ý SBES12AQ 




















Sib OPE L sejuedwog pajepossy 
L418 169°L dnog wg 
68901 "EZE LS 

g08 =- SOXB] SBOSIGAG JO JOodsel Ul joyay ‘ssa7 


(opp ZZEL) %9'Lp 1 xel uopeodiog 
: wophuy paun 

I SMOJj]O} Sg }B PSAIe 

Si aBoA au JO yod ou uo uonexe, paewnse oul 

uopexel p 


0003 
SHJOld 
€L6b 


SURO] 49470 UD 
Sei g uly Ayjoym eiqeAeda sueoj UD 
ƏJQLÁLd Leit UROT E 


eoAOY-S{[OY JO JOedSeJ u; PesNbes Jofuo OU UOISIAOIg 
Joel paxij— 

Ayinby—paronbur) 
Dain 

SJUGWISEAL] apes, Wo: OWIODLY 

:Bunipaso saye pue 

SODIAIGS GAIINIEXA JO J2adsəı u; suopsuəd 

SIOPIONG ISB PUB S403001 
syuawnjowea 19410 


5684 
SJUOUIN[OUIS Sio12eI0 


uopegunwa ,siovIPNy 

}uejd Jo ely 

sesse Dovu jo uoperodaq 
:BujBseyo Joye pareys et yyosd Bupe 
HJOJd Bulpesy Z 


' ‘dnoid oun 
ulUZAA sajes Bupeujwje seye pepjaoid sediases pue pjos spooB 10} ssaujsnq 
JO ƏmnoD ÁIWUJPIO eut U) 8|QBAJƏNAI ZUNOWE ]e10) OY) Sjuaseldal SOLS |BUIGIXy 


seleg fu L 


SLNNODDV S-ANWdIWO9 JHL 20 LYVd ONIINYOS SINDOOOV IHL NO SILON - 


SAIYVIGISANS SLI ANY QILNNII SLNAINLSSANI 39N 





THE 
ACCOUNTANT 


675 


May 23rd, 1974 


“(0000 
yueBunuos pey osje dnorg 


D 


UL sseouieng jo sanoo AleuIpso out u! Guise seojuezenB Jeng pue yUeG pue 


BF ZZ6L) OOO'ELH'TS Ajorewxosdde jo poyunodsip sijjq jo 19ədsə1 U! senigel| 


(000'ÞZS'LJ Z464) 000'p69'13 Bulero; seseys ped Ad jo yoadse: uj seniiqen ueBunuoo sey dnos9 eyl 


: sejoueBuyU0D pz 
ab [peonposdes jou) uopJexey pa110}0q EZ 
É [psanpoidas Jou) sueo ZZ 
[pbðnposdə1 Jou] ewoouy Auedwog yuesed LZ 


‘uonnqasip 


uo xe} JayUNy"0} Joofqns eq pinom sejuedwoo pəzeposse pue AleIpIsqns seasieAO Uy Petigtar sBujusea Oyl 


LEUoO 





GO 
0919 
vel’ ly 


019 
DW 





LEUSO 


vez 
D 


PE 


DTW 


Lëpt 


90L'69 


0003 
Auedwog sul 





962'0¢F 
Lic'h 
SCRé 
ORCE 
ost 


439'L 


C/O 





OO OEF 


LS6CL 
000%! 
BC 
GC 


0007 


Z46ł 
Auedwog 





OLLZ'SLLF 








g1e’901 
ert 
See 101 


0003 
dnoiy eyL 








ZOU 
LEE 
DC 
GER 
BCC 
1897 


0099 

















Di 


selueduiog paəernmossy 
dno:9 wg 


salJeIpisqns Deoipptloesuog si pue s}uewyseaul egn], 


:sBulusee pauleley 
uonenjeAal uo (pestjeezun) snjding 
dno:9 vg 
seAlasey UONdWopeY Ieude -` 
yunoooy WNiwelg SIEUS 
ISMOJ[O} SB PAPIAIP op eteio ƏAOqL YL 


E61 seqweseg Isg evuejeg 


seluedwos pareossy 
dnou9 vg 

S@lBIPISGNS pazepijosuog 
Dauf syuəwseauj eqn) 


Leet Jaques ISLE 0} BEA out 10) Dëutgiei zunowy -ppy 


903s AJBUIplO Jo eNss! eut UO WNIWelg PPY 


- TLEL tequieceg el eourjeg 
7 SMO][OJ SE op SJUSWAADWY 


sensesey OZ 


[paonpo.des Jou) pozru] szuewyseauy eqny so pezideg EL 











EEL'CEF O@6'LLIZ 
biel LE 
SCH Kli 
OSCE Ob 
GZ QEL'L 
ER DEZ 
8191S 002’99 

SES ZLO'6L 
99271 ZER LL 
BFE EGLF LEE OCH 
ORG 990’ 
OSC ZK 
ZE LLL 
69962 EëpOoLL 
TK LLO’60L 
OVOJ 0003 
e2Z6t EL6L 

dnoiy əyL 


spuapiAiq uo əjqeáed xej uolelodiog soueApy 

` pupaq jeuly pesodog 

(v6 Asenuer up pied) puepiaiq wre; 

` UORexeJ 

dnos "wg 

$10}1p819 
LOOS ZLEL 


‘SeƏSJOAO PoINDES op0 Ltrëeril SYLIPIEAQ ueg 
sBuimouog wiaj, 


uoys 19430 pue ejqedeg siiig ‘supaig souerdesoy 
Sepmtgen Juano BL 


ysep pue seouejeg yueg 
s}sodəg wie 1104S 
dnol5 "vg 

$10}9eq 

s84901S 


: _ Byossy WUedIND ZL 





S63 
v 


Lë 
0003 


| ajqealaoes 


spuepiaiq 





vos 





Ly 


£92 
0003 
` swal 
Aseuipioe:}xa 
pue 
uonexe} 
19438 Word 


[peonpoides zou) dnog Su u; seBueyd 9L 
[paonpoides jou} syuowzsənuj apes, Ayjnby pazonbun ei 
[paonposdas jou] syuewyseauy epesL vL 


[paonpoldas Jou] se\uedwiog payejoossy £L 


‘sjunodoe dno:9 ey} jo ued swioy pue [Psonposdas jou} 8p 0 Gp seBed 
UO INO yes s; dno19 vg out JO 3394S eougipg pue 1un020p SSO, pUe 101 polepijosuoo Əy} Jo AewwnNs y 


L6S°LZ 
18 
O1g’L 


0003 
‘TL oO 
ajqeinquye 
uonexer 
e10jeq Xolid 





L1G’EF ` f - 
‘yg Jo sezeys Aupo 
“VL 40 Aserpisqns o Le y5nosyL 
LIG’E pawn Auedwog wniujwnjy ysiug oul 
0003 8 Auedwog oul 
sqyunoooe 
sed 
uofexey 


@10J9q Wold 


*sJapjOyeseys ƏP!SINO 0} ejqeAed puəpıaıp souelejold əy} 


osje pue “yg unt Ssiepjoyeieys Aug 19470 0} AQRINGHNE syyold 10} BUIMOJJe 103e Ye boaue S} TL O} 
ƏQLINQURE UONexe} ioo 1uo1d oul 'MO[ƏQ UMOYS se SBM ELG, 1ƏQW299q ISLE Popue gei eu 10} GN019 
‘V'a e JO S}UNO998 out UO Posen 11 0} ƏJQLINGURE ejqeAledes eWUOIU, pue JAA OY) 104 1Uoud Jo UONOdolg 





00013 





994613 


0003 


juawiseau! 
Jo 3509 





8997734 
veel 





S80'L 


60°07 


0003 


VL o 
eiqeinquie 
S}ƏSS2 }ƏN 





Lëp ck? 
Lëp CR? 


EES IE 
8960} 





0003 
sjunoo0e 
15938] 
Jod'sensesal 
pue jeydeg 


Pour Auedwog wniujwnyiy ysnig 
UL JO Aselpisqns paumo Ajjoym B ul 
(9043 eseu 686} oos ueo; pesnoesuA) 


Kä 


paw Auedwog uuntununiv ysnug eyl 
‘VL 40 Somcpisqns %LG unomu Plan 
DOC Ak 
Sonleoseu 
ae 8 edeg Aseulpag 
KK paw Auedwog wniuiwniy ysnug oul 


Auedwiog ey} Aq Dien 
“TL o} 
eIgeInquue 
Buipjoy % pue 
uonesdsoou 
fo Ajunog 


"EL6| 10qweveq 


IS}€ Papua 10A eu 10} SJUNODDL eu Aq UMOYs se SoLeIpisqns S}, pue Demut) siuewseauj eqn} Aq Diet 
S}UBUSBAU] Əy} 03 e[qeINqlie sjesse Jeu Jo uopuodosd Əy} Aq pejuesaidel s} dnoly vg Əy} u; 15029}U) oul 


dno49 vg ZL 


[paonpoddas Jou) selieipisqns pe zepiosuop LL 


*(000‘SS0't7 ZL6L) 000°60S'L3 


Ajeyew!xodde o Junowe suno20g ƏSANI ut 101 papiAoid OU ep 18} Os SUONOUES Bsa ISUleBe paoeld SORUO> 


*(000°0S8°6 ZZ6L) opgeet 173 Ajerew 


~xoidde o sjunowe £26; Jeqweoagq Leg 1e Dupueiemng pue peog oy} Aq pauonoues euni|puedxe jede? 


panunuod ‘SINNODDY AHL NO S3LON 
SAINVIGISANS SLI ANY GaLIWIT SLNSJWLSSANI 38N. ; 





szuewz!UWWOJ pue suopauge leide) OL 


| 


ai 





676 


the- Bill’s requirements, although Mr 
Bateman thought it advisable to em- 
phasize the duty and responsibility 
of all in the company to avoid what is 
known as ‘insider dealing’. 

In the present debate on company 


-function there is a tendency to ignore 


the basic fact that without profits a 
company. cannot exist, and that res- 


- ponsibility to make profits is just as 


onerous as the responsibility to the com- 
munity. Mr Bateman’s two closing para- 


graphs are pertinent in that respect. ' 


‘This is not the “place” for me to 
` enter into the current wide discussion 
at home and overseas about other. 
aspects of the company behaviour, . 
such as, for example, the behaviour of 
multi-national companies, but it is 
right. that I should re-affirm my be- 
lief that the first duty of a company 
is to operate profitably and also my 
belief that anti-social, unfair or dis- 


honest behaviour by companies in. 


'. the United Kingdom is the exception 
and by no -means at all widespread. 
‘Of course, we can and must keep our 
behaviour under constant examination 
in order that we may improve it when- 
ever we see a way of so doing, but we 
must do this without destroying our 


ability to create wealth and to improve 


living standards.’ ia 


CBR Jersey ` 


TOY, HAYWARD & CO, auditors 
of CBR Jersey (Holdings), ‘ are un- 
able to express an opinion as to the 
value of goodwill stated at £583,615 
which arises out of the cost of the 
parent company’s investment in the 
shares of CBR Bellami’ and the auditors 
qualify their report to that degree. 
The qualification is hardly surprising 
since the business formerly carried on by 
the garment division of CBR Bellami-has 


‘been terminated, and freehold premises 


and certain plant fixtures and fittings sold. 

The property, in the books at £66,000, 
was sold last February for £330,000. 
Corporation tax on the gain arising from 
disposal has not been taken into, ac- 
count ás the:company ‘is advised, share- 
holders are told, that the gains have 
been eliminated by terminal losses arising 


. from the closedown of .the garment 


- division and the transfer of the knitting 


- machinery and retail piece goods depart- 


ment from Brighton to London. 
In addition tothe property realiza- 
tion, some £170,060 of working capital 


, has been. released and funds- will be 


used to reduce bank. overdrafts which ` 


during the year to end-October 1973 
rose from £193,000 to £730,000. Net 


. profits were down from {127,166 to 


£77,140, but exttaotdinary items of 
£313,146 mean a final loss of £236,006 
including ` £133, 902 "out Ge à. ial of 
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£177,621 written off the ‘company’s 
Interest in a US company in a similar 
line of business and with which there 
is a technical assistance agreement. 


Grovewocd Growth 


REMARKABLE ten-year growth 
record is shown in the accounts of 
Grovewood Securities, the property and 


industrial holding group which figures in ` 


the Eagle Star-Bernard  Sunley- 
Grovewood merger: proposal now cleared 
by the Monopolies Commission. Grove- 
wood’s chairman, Mr John. Danny, draws 
attention to a growth from £300,000 in 
.-1964 to £2,800,000 in 1973 in pre-tax 
‘profits: He comments that ‘if this is related 


to all‘the ordinary or risk capital that the ` 


company has ever had — a-mere £160,680 
(and £93,750 of. that not until April 18th, 
1973) — it might “be: “assumed without 
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knowledge Së ‘the ‘facts that such a 
phenomenal profit performance could. 
only have resulted from highly successful 
specilation.’ 

But paradoxically the contrary is true. 
Grovewood’s policy ‘has always been one 
of extreme caution’. Mr Danny says: ‘we ` 
have never speculated. We have never . 
embarked upon expansion simply in” 
order to get bigger. We specialise in 
acquiring shareholdings in first-class 
businesses in-a good industry where there 
is outstandingly able management. It is’ 
necessary that they should have made 
sensible plans for ultimate succession and 
by the kind of people we feel we can work 
with in a happy atmosphere.’ 

Obviously patience has been needed 
and in 1964, 1966, 1968 and in the past 
year no investment of any significant size 
was made. The investment lessons to: be 
learnt are‘clear. 


` 





TUBE INVESTMENTS LIMITED 


GROUP FINANCIAL RECORD ` 














17 months š T’ cS , 
` ended ` ; k d 
Years ended 31st December “31st Dec. Years ended 31st July 
1973 1972 1971 1970 1969 `. 1968 1967 
f £m. £m Em Em - fm Em. Em -' 
Saaz Sales 405.1 335.7 300.1 282.9 325.8 191.4 147.8 
: Trading profit before deprecia- , : 
' tion ` 45.8. 34.5 29.7 27.1 30.2 16.5 14.4 
Deduct: Depreciation 9.0 EN “13 > 6.7 8.2 4.9 "43 
Tradi ng profit after deprecia- Sr ` SC 
tion > 36.8 26.4. 224 20.4 22.0 - 11.6 10:1 
Percentage to sales 9.1% 7.9% 7.5% . 7.2% 6.8% ` 61% 6.8% 
Net Assets f a 
Fixed Assets 92.6 £6.3 81.0 75.0 68.4 60.2 §0.0 
Net Current Assets 118.5 101.2 88.8 80,9 82.5 67.7 82.5 
B.A. Group 22.6 21.8 22.8 ` 24.0 24.0 20.7 20.7 
Associated Companies and In- : , H 
vestments ` 17.3 16.6 14.7 14.5 14.6 13.5 13.3 
251.0 225.9 207.3 194.4 189.6 162.1 166.5 
Financed by: ` 
. Capital—Preference — — _ _ — 5.8 5.8 
—0Ordinary 37.7 36.4 35.6 35.5 5.5 35.4 35.4 
Reserves 115.7 101:9 $7.9 98.5 100.5 88.0 95.5 
Interests of Minority Share- 
holders 12.1 6.8 6.6 6.3 6.8 8.2 ZA 
Loans 70.3 70.8 56.7 44.8 38.7 18.9 ` 14.1 
Deferred Taxation 15.2 10.0 10.5 9.3. 9.0 5.8 8.3 
251.0 225.9 207.3 194.4 189.6 162.1 166.5 
“Profit before Loan. Interest S 
Payable and Taxation 39.3 26.7 23.1 24.0 26.7 13.0 13.0 
Percentage to Net Assets ` 15.6% 11.8% 11.1% 12.3% *10.3% 8 0% 7.8% 
interests of Stockholders ` kan H 
T.I. Stockholders’ Funds 153.4 138.3 133.5 134.0 136.0 129.2° 136.7 
Minority Stockholders’ In- ` ` i 
terasts “42.1 8.8 6.6 6.3 5.8 “82 7.4 
_ Profit before Taxation 33.7 22. 4 19.5 20.9- *16.9 12.2- 12.8 
Percentage to Total Stock- Ge S 
holders’ Funds ; 20.3% 15.4% 13.9% 14.9% *11.9% 8.9% 8.7% 
T.l. Stockholders’ -Ordinary : : å ` i 
„Dividend gross ‘including 
ET. 7.8 7.3 6.8 6.8 GEN ` 5.8 5.7 
Amounts added to ‘retained G 7 
earings ` ` 9.4 4.1 2.1 3.7 14.5 WÉI 0.4 
_Earnings on TL Ordinary SE S 
Capital "Aën 34.2p 30.0p 324p ¥*24.0p. 148.1p ° 187p 
Rate of T.I. Ordinary Dividend : - d i 
gross including A.C.T 20.7p 19.7p 19.0p _ 19.0p 1 7.6p: 1 SEH R 1 6.0p. ` 


*Expressed as an annual rate. 


Prior to 1969 the B.A. Group and Associated Companies are treated as Trade Investments; Fota 1969 
onwards thoy ai are treated on an equity interest basis. _ 


‘ 
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ERILS in the property world 

became evident on the near 
doubling of interest rates last autumn. 
This spring it is evident that parts of 
the property world have not survived 
the winter. 

In recent months of fringe bank 
rescue operations it has rarely been 
acknowledged, outside the City, that 
in propping up fringe banks the 
clearing banks have been supporting 
fringe property companies. 

There was always going to be a 
point at which there was no more 
prop. It was apparent first among 
small expendable property concerns 
and has now been reached in major 


private concerns. The Lyon Group. 


and Stern Group problems are basically 
ones of illiquidity. 

A fall in property values has un- 
covered loans now at extremely high 
interest rates. Rent restrictions have 
hampered income and, more par- 
ticularly, the weakness of the property 
market has greatly reduced dealing 
profits. 

Failing any official Government 
moves — and propping up property 
companies is hardly high on a Labour 
Government's agenda — there must 
be, at best, some harsh reorganization 
of property company structures. At 
worst there will be major failures from 
which the property world will take a 
long time to recover. 


e THEORY 
Optimists looking at the property 
situation may see in it the beginnings 
of the defeat of inflation. That cannot 
be anything but a view of the extreme 
minority but. incongruously, industrial 
and commercial recessionists are to- 
day's optimists. 

Inflation, forced out of the credit 
and property industries, could, it is 
argued, be forced out of manufacturing 
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industry by a near-collapse of com- ` 


modity prices. This will lead to re- 
cession and lower interest rates and.to 
the next stock-market advance. It is a 
fine theory if half the other influencing 
factors are ignored. 


DISMANTLING 


Dismantling of the Slater Walker 
edifice is attracting as much attention 
asite building. Decisions to get out of 
the United: States and, at: home, to 
cut back the insurance business, have 


come hard on the heels of the sale of: 


what were considered outside the 
group to be key Slater Walker invest- 


ments. There are tales of ‘disillusion- . 


ment’ in the Slater Walker camp. and 
that gradually Slater Walker will be- 


come a purely cash company and be - 


put up for sale: 
National Westminster Bank is tired 


of denying bid intentions. In all the’ 


Slater Walker gossip, however, there 


617 


is one fact that is acknowledged. "The 
redoubtable James Slater is the only 
one who ‘got it right’. 


TREND 


Mutualizing of investment trusts is’ 
now developing into a trend instead 
of being a matter of isolated decision. 
Investment trust directors and man- 
agements are becoming almost as 


‘depressed as the trusts’ share prices. 


Split level trusts have suffered in 
particular. No matter what investment 
policy various trusts have followed, 
they have been tarred: with the same 
price brush on the stock market. 

Mutualization means that unit values 
will reflect true asset values, whereas 
investment trust shares will stand at 
yawning discounts on asset values 
until the next equity boom comes 
round — and even investment trust 
managers are none too keen on fore- 
casting when that is likely to be. 


“Rates and Prices 


Closing prices, Tuesday, May 21st, 1974 


Bank of England Minimum Lending Rete 


Money Rates 


July 20,1973 .. 9 %` Jan.4.1974  .,.129% ` Daytoday .. 123-13% Bank Bills 
July 27,1973 ..113% Feb.11974° ..12}% 7days . 124-13% 2months 134 -134 
Oct. 19,1973 ..114% April&,1974 ..123% Fine Trade Bills 3months 134 -134 
Nov. 13,1973 ..13 % April11,1974 ..12 % Tmonth .. 134-141% 4months 134 2138. 
d f : 2months .. 134- 144% 6months 134 -1 33° 
Sch: 3months .. 138-145% 
Finance House Base Rate 
May 1st, 1974. 15% ` Three Months’ Rates | 
Local authority deposits .. ’ 133-134% 
? Local authority bonds “124-12, % 
FT Industrial Ordinary Index Sterling deposit certificates 133 -131% 
May 21st, 1974. 294-5 Euro-sterling deposits 158-164% 
i : Euro-dollar deposits 1134-124% 
A Treasury Bilis a Foreign Exchanges 
Mar15 .. £11:9124% April19.. £11-4561% New York.. 2-4080 Frankfurt .. 5:9700 
Mar. 22 .. £11:9649% April 26.. £11-4830%" Montreal .. 2-3150 Milan ,, 1528-50 
Mar. 29 .. £11-9315% May3 .. £11-4664% Amsterdam 6 2950 Oslo 12 8700 
AprilS .. £11:-6518% May10 .. £11-4594% Brussels .. 90-8500 Paris 11:7150 
April 11.. £11:4588% May17 .. £11-4507% Copenhagen 14-2800 Zürich 7 0450 
` Gilt-edged ; 
Consols 4% .. D Le SN SA 293 Treasury 9% 1994 .. a SR . 68 
Consols 23%.. nee o Mele Sé 184 Treasury 84% 84-86 T Se 764 
Conversion 34% .. aach E aw .. 26. Treasury 84% 87-90 a ae 664 
Funding 34% 99-04 ws Sven 7 312% Treasury 64% 1976 i 9045 
Funding 54% 78-80 ne es 75§ Treasury 34% 77-80 va as ss 718 
Funding 54% 82-84 SCH owe .. -668 - Treasury 34% 79-81 .. Se +. 70% 
Funding 53% 87-91 Ze Wë os EN Treasury 5% 86-89 ia gë .. 51 
Funding 6% 1993 .. ais Sa — 52% ` Treasury 54% 08-12 a Vë , 42 
Funding 63% 85-87. Ss Së ia 624 Treasury 24% 184 
Savings 3% 65-75 .. SN ae . 934; Victory 4% .. 963 
Treasury 93% 1999 Se aA 724 War Loan 34% 253 
Retail Price Index (Jan. 1962=100) ; ; : 
Jan Feb. Mar. April May June “July Aug. Sept “Oct. Nov. Dec 
1971 147-0 147-8 149-0 152-2 153-2 154-3 155-2 155-3 155-5 156-4 157-3 158-1 
1972 158-0 159-8 160-3 161-8 162-6 163-7 164-2 165-5 166-4 168-7 169-3 170-2 
1973 171-3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 181-8 185-4 186-8 188-2 
1974 196-8 


191-8 195-1 
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Yo-Yo Markets 


URING last week the Financial Times Industrial 


Ordinary share index fluctuated between 295-4 and. 


307:2. The previous week it varied between 296-1 and 
307°7; and so it goes on, neither fallir g much below 300 
nor risirg much apove it. 

Earlier in the year the index was as low as 263, reflecting 
the widespread belief that industrial profits would be 
substantially lower this year. This view is no longer held in 
face of some widespread forecasts to the contrary; but what 
has really lifted equities off the ground has been the reduc- 
tion in the base lending rate to 12 per cent. If American 
prime lendirg rates had not suddenly jumped to 114 per 
cent, United Kirgiom equities migùt conceivably have 
continued rising gently in hope of a further easing of the 
base rate. > 

As it is, the situation is confused. The trade Ce mes 
published on Wednesday of last week, thoi g1 bad, were 
much better than expected and the market was cheered by 
Mr Denis Healey’s declaration that the Government was 
determined to keep profits in the private sector at a rate 
adequate to encourage investment. 

On the other hand, there are plenty of niggling worries. 
It is impossible to raise- fresh risk capital on the new issue 
market and the latest CBI survey shows that 60 per cent of 
business men intend to reduce capital spending. Then there 
is the fg’iting in the Middle East, the disastrous strikes in 
Ulster and some talk of a June election. 

Tf there is one sector which has been harder hit than most 
it is the property sector. There are the viability problems 
and suspended listings of some groups and growing evidence 
of the way high interest rates are wiping out profits, so that 
companies such as Town and Commercial and Bank and 
Commercial have passed their dividends though the latter 
hopes to pay a final dividend. 

There are some thirgs which cannot be avoided in 
present circumstances, but there are some which can. On 
December 17th last the previous Chancellor of the Ex- 

‘chequer (Mr Anthony Barber) announced what appeared 
to be political measures designed to appease the militants. 
He proposed income tax (as opposed to capital gains tax) 
on development giins and capital gains tax on first lettings 
of property following develcpment. Mr Healey has adopted 
these proposals in the present Finance Bill and the Opposi- 
tion are largely estopped by their own proposals from seek- 
ing to oppose them. But Mr Healey says he is considering 


further measures agiinst developers, though why it is. 


difficult to imagine. 

But what should. investors do now? They should buy 
short-dated British funds rather than long-dated funds. If 
they are impressed by the reports that American base rates 
are at their peak and are likely to turn down in the near 
future, and if they share the view that there will be an 
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easing of dividend restraint before the year-end, they will 
see equities at an attractive level in the absence of some 
fresh disaster. 
Below we give selections. of British Funds and fixed 
interest stocks: f 
British Funds 


Yield Yield 1974 
l , Price (flat) (red’n) High Low 

Treasury 11} pər cent © 

1977.. get a 98 11:70 1213 984 98 
Transport 4 per cent ` ' 

1972-77 .. Ss 84 4-78 9-46 84 79 
Treasury 9 per cent 1978 91 9-86 11:89 92 88 
Exchəquer 5 per cent 

1976-78 .. si 82 6-09 10:16 82 76 


Fixed Interest Stocks (Industrial, Commercial) 


Yield 1974 
Price (flat) High Low 
Midland Bank "3. per cent 
1933-93 Ge Wi As 72 10-0 104 74 
EMI 83 per cent cnv loan 1981 Sp 99 ER 79 
Whitbread 74 per cent loan 
1995-99 em, a SS 51 14-2 51 48 
Ozal d 62 per cent cnv loan 1983 73 8-9 87 63 


Orcinary Shares . 


Turing now to ordinary shares, the following are suggested 
as a worth-while selection: 


PJE 1974 
l Price Yield ratio High Low 

Furress Withy £1 shares 147 5:9 — 161 112 
Ocean Transport 25p 

stares ‘ 108 7:8 10-4 121 88 
Rey olle Parsons £1 7 

stares ae zs 75 4-0 4-0 78 38 
Consolidated Goldfields 

25p shares ia 223 3-7 — 288 185 
Furness Withy 


In addition to its shipowning and managing activities, this 
company is also involved in insurance underwriting, ship- 


brcking and stevedoring. During the past decade world 


trade has increased very substantially and shipping 
companies are no longer the cyclical companies they were 
in 1960 to 1970. Last year this group’s pre-tax profit in- 
creased from £5-8 to £12-8 million and prospects for the 
current year are brig it. The company has many subsidiaries 
SS associates which are giving a good account of them- © 
selves, 


Oczan Transport 


An investment in'shipping is probably best divided between 
tw or more shares. Ocean is the second largest shipping 
company and is probably the best managed. T'he chairman, 
M- J. Lindsay Alexander, has recently said that although 
the Financial Times 500-share index has risen in its 12-year 
life to 127, shipping has gone up to 377 and that ‘shipping 
can hold its head up as an investment’. 


Reyrolle Parsons , 
This company is recovering from a bad patch and will 
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probably continue to do well this year though the longer- 
term outlook can still prove uncertain. It will be seen that 
the shares have already moved up sharply this year, but the 
company is a large exporter and the shares have been much 
higher at one time. This is a share for those with access to 
knowledge of how the industry is faring, and in view of the 
company’s size and importance could prove rewarding in 


their hands. 
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Consolidated Goldfields 
There is a broad consensus of responsible opinion that 
despite whatever fluctuations there may be, the trend for 
gold is upwards. Gold shares, however, are subject to buying 
and selling by mining finance houses and others and timing 
is of much importance. The question for’ this share is 
whether ‘it will go lower before it: picks up again around 
June. Over the long-term it is attractive. 





How to attract funds from the public 
at large is a constant problem for 
building societies these days. In many 
quarters it is felt that, to be com- 
petitive, building societies should otter 
investors g per cent free of basic rate 
tax — which would mean a mortgage 
rate of 14 per cent or so. As that is 


out of the question, no very startling. 


results can be expected. Nevertheless, 
it is worth trying to provide dierent 
types of investment so as to meet 
ditferent needs. 

One building society which probably 
offers more facilities than almost any 
other is the Provincial. Now, after 
successful test marketing on commercial 
television, it is advertising its monthly 
income shares. Heré, the normal rate 
of interest is paid (i.e. 73 per cent free 
from basic rate tax), but interest is 
credited monthly direct into the investor’s 
bank account — or a paid-up share 
account with the society. 

To judge by the success of this 
_contract, there are plenty of investors 
who prefer their interest to be paid 
on a regular monthly basis, rather than 
only twice a year. And, as they come to 
rely on this income, they are more 
reluctant to realize the investment. 


d ZG k 


THE hospital provident associations have 


been quick off the mark following the 
sharp increase in cost to those electing 
to be treated in private wards in 
National Health Service hospitals. The 
largest organization of all, British United 
Provident Association, introduced new 
scales of benefit, but even so, its top 
levels will not cover the full cost of 
accommodation in the most expensive 
private nursing homes. 

Private Patients Plan has had consider- 
able success with its Master Plan, which 

is now taken by well over 60 per cent of 
“all new subscribers. This eliminates 
itemized benefits and allows a subscriber 
to claim up ‘to £7,500 in any one 
subscription year, to cover private 
medical expenses connected with in- 
patient treatment in hospital. 

The Exeter Hospital Aid Society, 
also, has increased the benefits which 
can be claimed, so as to meet the higher 
costs likely to be incurred by members. 


One of the attractions of the cover pro- 
vided by this society is that it offers an 
alternative guaranteed cash benefit of 
up to £35 per week if a member finds 
himself in a general ward of a hospital, 
having treatment free of cost to himself. 
This benefit is given as a right, and 
does not require proof of any additional 
expenses. 
d p ZS 

IN the past two years or so, there have 
been plenty of low cost endowment 
assurance policies put on the market 
specifically for repaying house purchase 
loans. The most common arrangement, 
originated by Royal Insurance, has been 
the bonus reinforced policy. Instead of 
paying a relatively high premium for a 
with-profit pclicy with a guaranteed 
sum assured equal to the amount of the 
loan due to be repaid at the end of the 
term, a policy is arranged for a much 
lower sum assured so that, provided 
bonuses are maintained in the future at 
80 per cent of their current level, the 
maturity value of the policy will be 
sufficient to repay the loan. 

While there is no guarantee that the 
maturity value will be adequate, since it 
depends on future bonus declarations, 
there is a guarantee that, in the event of 
death, the term, not less than the 
amount of the loan will be paid under the 
policy. 

Now, the Ulster Scottish Assurance 
Group has introduced a low cost profit 
sharing policy for repaying house pur- 
chase loans where it is guaranteed that 
the policy will have a sufficient value at 
maturity to repay the loan in full. 

This can be achieved because there are 
no reversionary bonuses declared during 
the term of the policy. There is simply 
a terminal bonus at maturity. Thus the 
policy starts off with a guaranteed sum 
assured equal tc the amount of the loan 
to be repaid and, at maturity, a tax-free 
terminal bonus will be added — which, 
of course, can be taken .by the policy- 
holder. 

- Obviously, future bonus rates depend 
on profits, and thus cannot be guaranteed 
in. any way. Currently, the rate of 
terminal bonus is {7°50 per annum per 
£1,000 sum assured. On this basis, at 
the end of a 25-year policy term, the 


bonus would be equal to 18-75 per cent 
of the sum assured. This, of course, 
would be tax free in the hands of the 
policy-holder. 


k k d 


SCHLESINGER TRUST MANAGERS have found 
that their Personal Investment Manage- 
ment Service is a good way of attracting 
fairly substantial investments for their 
unit trusts. For instance, the service 
is available to those investing £4,000 or 
more in the Trident International Growth 
Fund. It is intended to provide the same 
service for holders of units in the 
Income Fund, which is currently being 
reorganized, subject to a minimum 
investment of £2,000. 

Detailed reports will be sent every 
quarter to'those taking advantage of the 
service, which will include the man- 
agers’ views on the investment market 
and the economy in general, with in- 
depth investment comments on the in- 
dividual stocks held, together with a 
portfolio valuation. Some information 
about selective buying and selling may 
be withheld from unit holders for the 
short term, solely in the interests of the 
performance of the fund. 


& & & 


BRITISH LIFE RELIANCE has introduced , 
Reliance Opportunity Investment. This 
is a regular premium life contract, on 
the same basis as the policy linked to 
the group’s property fund, but, instead, 
linked to the British Life Opportunity 
Fund, which is an authorized unit 
trust. 

Basically, this is whole life assurance, 
which can be cashed in at any time for 
the value of the units allocated to the 
policy. For those under the age of 
50 at entry, there is a guarantee that, at 
withdrawal at the age of 60, the minimum 
cash-in value will not be less than the 
total premiums paid. 

Premiums qualify for the normal in- 
come tax relief, now equivalent to a 
maximum discount of x16} per cent. 
Prior to withdrawal, the company makes 
a deduction for its contingent liability 
to capital gains tax, which, currently, is 
charged at the rate of ro per cent of 
the capital gain. 





THE 
"680: 








English Institute's Annual Meeting 


` Sır, — There are now some 52,000 chartered accountants in 
England and Wales, and yet at their Institute’s general 
meeting on June 4th it is likely that only some 120 will 
be present. As this number will include Council members 
and District Society officials, it would seem that few of the 
general membership will be present — why is this? 


Is it because the meeting is Leid in the late morning? Or is it 
that members feel that the Institute is not responsive to their 
needs, does not offer the oppcrtunity to formulate policy nor 
to receive a detailed report of previous action at the meeting, 
so that their attendance would be a waste of time? Such 
` reasons may be understandable, but the Institute is our pro- 
fessional body, and the accountancy profession is: just too 
important for the general meeting to be so largely ignored, 


I must confess to a vested interest in a greater attendance 
at the meeting: together with Peter Pennington Legh, I 
have: put forward two resolut ops, One calls for the creation 
of groups within the district societies to cater for the needs 
of young chartered accountarts, and the other proposes the 
establishment of an advisory accountancy service. 


I hope that those who agree with these proposals — indeed, 
even those who do not — will ensure that they attend the 
' meeting on June 4th. 

Yours faithfully, 


London SEIT. ` TERENCE WEBB. 


[Ofcial figures show an average attendance.of 164 at the last three 
" annual meetings of the Institute. — EDITOR. ] 


Clarity in Published Accounts? l 


Sir, — For what seems like centuries, I have been campaigning 
" for greater clarity in the preparation of annual accounts, for 
calling things by their right name and for writing for the layman 
in a language that he or she can understand. 


Recently I was asked to prepare the annual accounts for a 
local women’s organization of which my mother happens to be 
president. True to my printed protestations, I decided to give 
them something both true and readable. As they have no assets 
barring a bank balance, what was required v was basically a cash 
summary. I used expressions such as: . 


‘At April rst, 1973 you had a balance of £X’; 


‘To this should be added net income from . 
sources); 


‘From this must be deducted - 
donations, etc.); 


' ‘Leaving you with a balance at March gist, 1974 of £Z; 
` made up of cash £P and balance at the bank £Q. 


Proud of this effort, I presented the accounts. It seems that I 


. (details of 


2 (details of expenses, 


x 
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am labouring under some misunderstanding; they were not 


popular. I heard such remarks as: ‘We realize you did have to do 
them in a hurry.’ The reasons, so far as I could ascertain were, 
first, the document was not entitled Balance Sheet (which it was 
not, by any stretch of the, imagination); and secondly, it was not 
what they had had in the past. Comments such as ‘Your 


father always gave us a proper balance sheet’ are not very 


encouraging. 


Iam beginning to wonder whether I have been so long wrong; 
whether in fact the man (or woman) in the street actually prefers 
to be presented with documents that he (or she) cannot under- 
stand. Conceivably it would have been better, and far more to 
my credit in others’ eyes, to have drawn up a paper based on two 
categorical imperatives: that at the top it should say, in letters 
large, those cryptic and time-honoured words Balance Sheet; 
and at the bottom it should be elaborately attested and signed: J 
am coming to believe that what comes between is of little 
interest to anyone. ` 


Yours faithfully; ' 


Barry, Glam. MICHAEL GREENER, B.A., F.C.A. 


The Institute’s Accounts 


Sir, — Your issue of May 16th, which contained the English 
Institute’s Annual Report, omitted to include the balance sheet, 
the notes thereto, and the statement of accounting policies. 
This meant that two very interesting points about the accounts 
did not show up as well as they might. 


Chartered Accountants’ Hall is shown in the balance sheet of 
the Institute at cost, withthe revaluation at March 1974 shown 
by way of note. In the supplementary statement, based on the 
current purchasing power of money, it is the revaluation which 
is adjusted by inflation to £C at December 31st, 1973. Why 
‘did the Institute not include the revaluation in the unadjusted 
balance sheét? Also, it would be very interesting to have seen the 
inflation-adjusted historical cost of the Hall and then to see the 


actual holding gain (or loss) by comparing this figure with 


the inflation-adjusted revaluation. 


Investments are shown in the balance sheet at cost, but in ‘the 
supplementary statement they are shown at market value. The 
restating of a non-monetary asset (such as investments) at 
market values is contrary, to paragraph 11 of SSAP7 (or should 
we call it PSSAP7?) and more in line with current value ac- 
counting — which general price level accounting, in the opinion 


` of the ASSC, certainly is not. 


As both of these items together make up almost all of the non- 
monetary assets of the Institute, we have, as a result of the 


adjustments mentioned above, a supplementary balance sheet - 


based’ on current values and not one based on historical costs 
adjusted by the general price level. The supplementary balance 
sheet is therefore wrongly described by the Institute and could 
mislead members. 


Although I am in favour of current values being disclosed in 
balance sheets, I am against such current value statements 
being improperly described, i.e., stated as being prepared 


-according to current purchasing power accounting. The 


Institute have improved their report and accounts this year; 
but to make fundamental errors of principle in confusing 


different methods of accounting is very sad, and could make 


some people wonder if we really know what we are talking about! 
Yours faithfully, 


Lancaster. - TAN R. DALZELL,. M.A.) ACA. 
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Halifax Building Society 


1974 Annual General Meeting 


Points from the statement by the Chairman, Mr. lan Maclean, 
presented. at the 121st Annual General Meeting on 20th May 1974 


Progress during 1973 


: The assets of the Society at 31st January 1974 were 

- £3,206 million, an increase of £415 million or 14.9% —. 
during the year. Receipts from investing shareholders and 
depositors were a record at £1,054.1 million, but 
withdrawals also continued at a high level being £799.6 

- million. The net inflow was £254.5 million compared 

. with £280.8 million in the previous year. Liquid funcs at 
31st January 1974 were £478.6 million or 14.93% of - . 

“total assets which compares with £421.1 million or 
15.09% at 31st January 1973. Reserves stood at £89.8 
million or 2.80% of total‘assets compared with 3.04%" 
twelve months ago. 614,283 new accounts were opened 
during the year of which 522,314 were investors and 


91,969 were borrowers. On average 2,014 new accounts” 


were opened each working day. 


Mortgages , s 


The Society advanced on mortgage £613. 4 million. This 
conformed extremely well with the target set at the 
beginning of the year. Our priorities on the channelling 
of funds are underlined by the following points:— 


28.8% of advances were to people under 25 vears 
of age. In the last three months of our financial 
year this percentage had increased to 31.5. 


48% of advances were to first time purchasers. 


42% of the number of loans made were in respect 
of advances which did not exceed £5,000. 


73% of advances were to people with incomes of 
£3,000 or below. 


£153 million were advanced on new houses, such 
loans representing 26.4% of the total. 


Only 12% ‘of the total of advances were made to people 
with incomes in excess of £4,000. 


Against the background of last year’s túrbülerte economic 
scene, | feel it is a reflection of the underlying strength 
of the Society and of the confidence placed in it by its 
members that our intended lending programme was so 
closely achieved. 


Interest Rates 


During the past year, although the investors share rate . 


was increased from 5.6% to 6.3% and then to 6.75%, this : 


was still not sufficient in the light of rates generally to 


H 


provide the required net inflow. The subsequent 
difficulties of sterling and the effect on rates in other 
sections of the personal savings market caused by the 
Government's decision to support the pound had by 
September made a further increase unavoidable. 


Accordingly an increase in the investment rate to 
7.50% was made with a corresponding i increase to 11% 
in the amount charged to borrowers. 


Interest rates are still high and competition for funds 
remains intense, but | would stress that in no single 
month has the Halifax paid out more in withdrawals than 
it has taken in by way of receipts from investors. 


Current Lending Policy 


The difficulties of the current economic climate have 
meant that our lending has had to be restricted to the 
extent that prudence demanded. However, priority is 
continuing to be given to those members who are 
attempting to buy for the first time or who are obliged 
to move.because of their work. We have for some time 


_. severely limited larger advances. Much discussion has 


taken place on new ideas to increase the supply of 
lending funds and all of these are given close 
consideration. | am sure, however, that it is because we 
continue to adopt sensible policies that we still receive 
the support and confidence of the great majority of the 
pu 


Administration 


In the late part of 1973 the Society's new head office 
was occupied. The advanced design with its ancillary 
equipment provides the conditions necessary for the 


` Society to meet the demands of the present and future. 


Also becoming operational is the computer-controlled 
deeds storage and retrieval system. 


The first meeting of the London Board has taken place 


f under the chairmanship of Sir James Whitaker. 


` Branch development has continued along logical lines 
with branches only being opened where in due course we 
are confident that they will add to the scope of our- 
service and also fulfil cost effective criteria. 


23 new branches have been opened, improvements 
have been carried out at 27 branches and eight have 
been re-housed. The Society's agency representation now 
exceeds 1,000. - 


HALIFAX 


BUILDING SOCIETY 


Member of The Building Societies Association ` 
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you are misieading 


‘Lam ashamed >f the contribution that we accountants are making to industrial and social 
unrest through our misrepresentation of the profitability of business. We accountants are 
partners with company directors in a process of misinformation which is contributing to the 
- «high wage claims and “cost-push” inflation that are of such grave concern today.’ 

l Professor T. K. Cowan, New Zealand, 1971 


COMPARATIVE STATEMENT 
|. Year 6 Conventional Actual 


Profit after tax W ES 123-000 98-000 


Retained profit for the year W 63-000 38-000 
Total equity interest iy E 809-000 916.000 


Profitability i sé e 15% 10% 


` The amounts quoted above are taken from the following work: 


he Accounting for Inflation, A Working Guide to the Accounting Procedures, £3, payment made 


out at time of order made out to The Institute of Chartered Accountants in England and Wales, 
Chartered Accountants’ Hall, Moorgate Place, London EC2R 6EQ. See Part 2, pages 22 and 23. 

As long as the Law endorses these falsifications shareholders should 
utterly reject all annual reports which do not contain the comparative 
statement illustrated above. 

in the case above, the yearly Price-level increase is lower than 6%. We give hereunder another 
case in which we adopt 4% and 10%. The column 0% concerns Double-entry accountancy, 
where the price-level changes are not taken into account. It gives the same results with 


declining prices as well as with increasing prices. 
A negative P-ofit is a Loss. A negative Retained earnings far the year is a Decrease of the 


Shareholders’ equity. 


Comparazive statement 





Profit after tax. os 150 
Retained earnings for the e year . 50 
Stockholders equity . e 1820 
Profitability ..’ i Es 8:2% 4-9% _(—0-5%) 
The Comparative statement above is a proof that the INDEX ACCOUNTANCY cries for 
implementation. No copyright nor any other Right is reserved. 
INDEX ACCOUNTANCY (Comptabilité indexee) is described in the following work: 


NOUVEAUX PRINCIPES COMPTABLES 


This work is approved and issued by the Confédération des Techniciens salariés de la Comp- 
tabilité et de la Gestion des entreprises, 47 rue Cambon, F-75001 Paris, price 21 francs, 
inclusive postage Europe, payment at time of order made out to Compte postal Paris 55 86 99, 
Confederation des Techniciens salaries de la Comptabilité et de la Gestion des entreprises. 


JUSTICE Year 1973-1974 
No PEACE without JUST SHARING of wealth and income 
No JUSTICE without TRUTH 
No TRUTH without INDEX ACCOUNTANCY 


This advertisement is sponsored by 
Emile Krieg, 7 rue d’Anjou, F — 75008 Paris, 
Originator in 1967 of the 
INDEX ACCOUNTANCY | 
with whom the Profit before taxation is reliable 
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Sir, — It still does not make sense to me. 


I refer, of course, to the ASSC’s ‘Provisional Standard on 
Accounting for Inflation’ and the interpretation given to it by 
_ the English Chartered Institute in their own accounts. 


The supplementary statement showing the effects of inflation 
on the accounts does not add anything to my comprehension of 
the situation, but it does prompt a question. Has the fire 
insurance cover on the building been increased to £8-3 million? 
If not, why not? 


What is the purpose of saying that, ‘If the Hall had been sold 
at December 31st, 1973 ... there would have been ...’? If 
pigs could fly and elephants had wings, we all know what a 
millennium that would be! 


Yours faithfully, 


Northwood, Middx. D A. TRIGWELL, F.c.a.. 


Extraordinary Items 
and Prior Year Adjustments 


- Sir, — In reviewing SSAP 6 (May 2nd issue), I notice that one 
class of transaction — unrealized surpluses on revaluation of 
fixed assets — receives only partial attention. The explanatory 
note only makes slight reference to the matter in paragraph 1o, 


In these changing times, it is by no means unusual for 4 
company to realize assets which had been previously revalued. 
Should the results of the disposal (assuming it to be material) 
be limited to the difference between the net proceeds and the 
last valuation, or should a transfer be first made from the 
unrealized surplus account so that the ‘true’ profit Ge, net 
_ proceeds less origina) cost) is disclosed to shareholders? 


Unless some adjustment is made, profits (usually extra- 
ordinary profits) may be significantly understated — surely a 
situation which is neither desirable nor within the spirit of the 
new standard. 


One other point which is unclear — paragraph 17 requires a 
statement of retained profits or reserves on the face of the profit 
and loss account. Presumably this is only required when there 
has been a prior year adjustment, a balance sheet note otherwise 
sufficing. 
Yours faithfully, 


Name and address supplied. ROBIN HOOD. 


The Finance Bill 


Sir, — Your article ‘Curtain Up on the Finance Bill’, in the issue 
of May 2nd, gives the impression that all those formerly assess- 


able to Schedule E on the remittance basis because of non-UK _ 


domicile and being employed by a non-resident will in future 
have to bear tax op one-half of their earnings. 


You do not mention that for 1976-77 and subsequent years 
the effect of clause 18 will be to render go per cent of these 
earnings assessable where the employee has been ordinarily 
resident in the UK for five of the preceding six years. 


Yours faithfully, 
© A, MATTHEWS. 


[The Chancellor of the Exchequer has meanwhile announced the 
Government’s intention of amending this clause in two respects. 
The qualifying period becomes nine of the preceding ten years, 
in place of five out of six, and the test will be by ‘residence’ in 
place of ‘ordinary residence’. 


Whether tax will become payable on 5o per cent, 90 per cent 
or 100 per cent of such earnings will depend on particular 
circumstances, as set out in the Bill. — Epiror.] ` 


3 


Twickenham. 
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Second-hand Car Spares: No Relief ` 
ELIEF for second-hand cars under the terms of the VAT 
(Cars) Order 1972 (SI 1972, No. 1970) is limitéd to the sale 

of used cars as defined in the order, and does not extend to any 

parts of a vehicle disposed of as spares or for scrap. Thé order 
provides, in general terms, that VAT is leviable’ only on the 
seller’s margin and not upon the full resale price. | = 

B, a dealer in second-hand car spares, complained to, the 

Birmingham VAT Tribunal that he was in. an unfair (racing 

position vis-d-vis dealers in new spares, who were able'to deduct 

their VAT input tax. He dealt mainly with private. individuals, 
and his suppliers could not issue tax invoices, ao hat he had 
little input tax to deduct. He had encountered a substantial 
degree of resistance among his customers — again, mainly private 
individuals — to a 10 per cent VAT uplift on the full resale price, 
and often had to bear the tax himself out of his own margin. 
Exclusion of second-hand parts from the order granting relief 
for second-hand car sales, B argued, worked unfairly against 
the specialized trader. The Commissioners of Customs and 

Excise contended, on the other hand, that it was not open to a 

VAT Tribunal such as the present to alter the law and, in effect, 

to produce a special scheme. i 

Dismissing B’s appeal, the ‘Tribunal said that it had no powe 


‘to innovate. If the appellant sought to alter the law, he would 


have to proceed in some other way — as, for instance, by seeking 
to influence the legislature. : 


Bannard v. Customs and Excis (Tribunal reference 


BIR] 73/14). 


Retailers: Special Schemes 


Bee covered by one of the special VAT schemes 
are not permitted to change arbitrarily from one scheme to 
another. Each scheme is a package deal, and a trader is not 
permitted to adopt a scheme in part only. 

The Leeds VAT Tribunal dismissed as ‘misconceived’ an 
appeal by a retailer who disputed liability to VAT on payments 
received after April rst, 1973, in respect of goods sold on credit 
prior to that date and which had borne purchase tax. The 
Tribunal was informed that the appellant had received:a rebate 
of £113 in respect of purchase tax on goods in stock at April rst, 
1973, and had opted to use special scheme 1 for retailers. 

Tax payable by the appellant, the Tribunal pointed out, was 
based under scheme 1 on a cash flow arising largely from supplies 
made in an earlier period. This offered a number of advantages, 
in particular that the appellant could not be called upon to pay 
tax in respect of bad debts or in respect of outstanding debts 
collected at some future date after she had ceased to trade. 

Dismissing the appeal, the learned Chairman remarked: ‘We 


` wish to say that we found the appellant an honest and straight- 


forward lady who has brought this appeal in perfectly good 


faith, but we think that her appeal arises out of a misunder- 


standing of what value added tax, the Finance Act 1972 and the 
special schemes for retailers are all about’. 
Kane v, Customs and Excise (Tribunal reference LEE/74/s). 


i 








ACASS - The ’ 


Protector’ 


While local student societies are, of course, necessary, no one 

can dispute the fact that there is a need-for a national co- ordinating ` 
body to lead and take the initiative on major problems affecting 
students. At the same time, some take the view that there are ` 

too many ‘bone idle’ student societies which fail to look after 


their members’ interests. 

N its papers on relations between 

students, district societies and the 
` Institute, presently under consideration, 
the ICA in England and Wales states 
that it will not agree to membership of 
ACASS being made compulsory for all 
students unless it is satisfied that such 
an arrangement is in the best interests 
of the Institute. and students. 
. It is, difficult to imagine that mem- 
bership’ of ACASS, which’ has "aa its 
objects the improvement of: education 
and training of students, could possibly 
fail to be in their. best interests — what- 
ever Society they happen to belong to. 

ACASS has campaigned vigorously for, 
a more equitable system of education, 
monitoring of training, better. salaries and 


conditions, and: for student representa- 


tion on Institute committees which pre- 
pare policies directly affecting students. 


Positive results ; 

No one can contest the- fact that there 
has been considerable progress ‘in all 
these aspects over the last two years. 


Training methods are improving, ‘a’ 


training record is to be introduced, the 
. Institute is now taking an interest in 
salaries and has suggested that students ' 
be paid ‘a living wage’, and students’ 
interests are represented on the Student 
Liaison Committee, the Education and 
Training Committee and the Advisory ` 
Board: for Accountancy Education. . 
Although it would be quite wrong for 
ACASS to claim responsibility for these: 
changes, as they have been brought about 
by the Council of the Institute, there 
can be no doubt that pressure from 
ACASS has highlighted tke problems. 


`- Parish pump outlook 


. But ‘there are students’ societies which 
„have been severely critical of ACASS 
and have withdrawn hei: support — 


': surely an attitude of being unable to see 


beyond the’ parish pump? The critics 
‘have claimed either that ACASS is 
doing nothing. for them, or that the 


Executive’s, views and the accompanying ` 


publicity are too extreme ores are not - 
representative of all students. 

ACASS’s rècord of the last two years -, 
does not justify the accusation of doing 
‘nothing, although it is fully aware that 
mistakes have been made and that 
enthusiasm for various campaigns may 
have appeared.to be outright militancy. 


Participate — don’t abdicate : 


‘It must be- recognized, however, that’, 
if ACASS does not draw sufficient 
attention to” student .problems, they 
are likely.to be ignored and it is surely 
better for ACASS to err on the side of 
drawing too much attention to itself © 
than too little or none at all! 

Those societies which have withdrawn 
from ACASS are in no position to claim” 
that their members are not interested 
in improving their education, training 
and salaries, nor can there be many 
students who do not want their interests 


_ represented nationally. 


If. individual societies disapprove 


‘strongly of the’ way in which ACASS is 


going about its job, the appropriate 
,action to take is not to withdraw, as 
“this ‘is totally negative, but to- endeavour 


ICA INTERMEDIATE EXAM 
; RESULTS 
“THE number of candidates who sat for the “ 
March Intermediate examination of the 
ICA in England. and Wales was 2,792, 


- including 2i9 previously-referred candi-* 


dates. There were 1,392 succéssful 
candidates, representing a pass rate of ` 
49°9 per-cent.cormpared with a pass rate of ` 
44°4 per cent in the same examination 
last year; 239 candidates were referred. 
First Place and the Stephens Prize,~ 
the Frederick Whinney Prize and the 
Deloitte-Plender Prize for the paper on 
Book-keeping and Accounts II (equal . 
with one other) were awarded to Stephen 
Bispham, of Bromley. Second Place, 
the Flight Lieutenant’ Dudley. Hewitt, 
D.F.C., Prize and the ‘Deloitte-Plender _ 
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. to Zeie ACASS by greater par- 


ticipation. Thosé who wish to protest 
about student conditions should -do so 
constructively by ‘attending the bi- 
annual ACASS Council and nominating 
their own candidates for election to the ` 
Executive. 

ACASS will not cease to exist because 
of a few dissenters, but its whole position 


-would be that much stronger if it could 


claim to represent all students, and 
the Institute would then have no case 


: for failing to recognize ACASS as such. . A 


The Solomons report on future edu- 
cation and training in the accountancy 


` profession is due to be published next 


week, and its proposals are likely „to i 


involve various changes in the whole 


process of accountancy education, not. — 
‘just in the ICA. in England ‘and Wales, 


‘but in all the other accountancy bodies 


as well. Today’s students are the quali- S 


fied accountants of the future? They are 
-the ones who will be most affected. by 
_-any changes which are introduced as a. 
‘result of Solomons. ` 


Therefore, it is 


essential that, in this crucial ‘period, x 


„students? interests should be properly 
protected. 


Consider the future , ; 
‘ACASS will have to: put forward ‘the - 

student ‘viewpoint on the Solomons’ 
report. This needs to be done as force- 
fully as well as independently as possible, 
in order to ensure that‘‘no changes are 
brought about which will adversely affect 


future generations’ of: students or, for 
that matter, future chartered: accountants. 


It would therefor seem incumbent upon 
those student ‘societies. who, are not . 
members of ACASS at, this. important 
time, to consider carefully their position 


and decide whether they can snl afford ; 
to. opt out. ; ; 


A 


Prize for the paper on Book-keeping and 
Accounts I (equal with one other) were 


_ awarded to Salim Allibhai, of London. 


Third Place ‘and the , Deloitte-Plender 
Prize for the paper on Auditing was won 
by Roland Goldstein, of Manchester. ` 

- "The names of the successful candidates 
appear in a supplement to this issue. ` 


- DIPLOMA IN ACCOUNTANCY 


A postgraduate diploma in accountancy : 


will be available at University ‘College, 
Cardiff, from October 1974. The dip- 


Joma ` comprises -a: one-year- full-time 


course of study. + 

‘Application has been made to the ICA 
in England and Wales for the diploma to - 
be accepted as a conversion coursé for: 
non-relevant graduates which will entitle 
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students who complete it to exemption. 


from the foundation examination. 


Financial support for students is being ` 


investigated by the College, but at present 
no bursaries are available unless a student 
negotiates an LEA award. The College 
has therefore made some approximate 


calculations of the relative cost for the ` 
` diploma as compared with the cost of 


attending a course provided by the private 


sector. It is assumed that. a full-time, 


university student would receive an 


SSRC grant and that the private sector. | 
_ student would be paid the London salary 


scale of £1,350 to £1,400 per annum. The 
average cost of a residential course, states 
the College, has been estimated at £2,500. 

An approximate idea of the fee for the 
two. alternatives would be: £745 for a 
nine months’ university diploma — this 
includes £675 SSRC -grant and £70 
college fee. A three-month private sector 
course would cost £600 — salary £3 one and 
course fee £250, 
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The differential, says the College, 


should be -assessed in relation to the 
relative advantages enjoyed by a full-time 
student. For the private sector course, the 
salary rate depends on the area in which ` 
the student works. An SSRC grant for a 
student at home is reduced to £520. 
The time spent on a private sector 
course. may rank partly or wholly. against 
the maximum of 22-26 weeks’ study leave, 
but no proposals have so far been made to 
the Institute on this matter. A principal 
will receive the same period of service 
from a diploma graduate as from other 


graduates, but the starting point will be" 
later in time. There is no reason why a 


student should not commence work under 


_his contract of service before the starting 
date for the diploma and perhaps con-! 


tinue, during the Christmas vacation. 
Full details of the diploma course from 

the Department of Economics (Account- 

ancy and Financial Control) University 


- College, PO Box 78, Cardiff CF1 XL. 


Linked Courses— An Objective KOON 


by R. D. GUNNING, M. B.A., LL.B., GE Manager 
The School of Accountancy and. Business Studies j 


“URING the past six months it 
has been my responsibility to visit 
a number of polytechnics and còlleges 


of higher’.education to discuss linked. 


courses. In ever instance, an open- 
minded. ‘attitude was shown by depart- 


ment hċads and lecturers towards specific’ 


proposals’ ` ¿for ` study ‘arrangements 


modélled on the ideas expressed by the: 


ICA in England and Wales. 
Unfortunately, it seems that the con- 


‘cept of linked courses has not met with 


full accéptance from, some ~ quarters 
of the teacher/student population. The 
concept has been, used to bring out 
prejudice against correspondence educa- 


tion and fan the flames of the old 


debate ~ private or public sector educa- 
tion. A morass ‘of value judgements 
has been resurrected and sadly clouded 


clear thinking on the subject. I suggest, . 


examined. 


therefore, that some Sale faote are 


E Improving the quality of tuition | 


- "The education and training of tomòrrow’s. 


accountant needs to be more sophisti- ` 


cated than hitherto. Not many students 

enjoy the process of preparation for the 

Final examination. .. i 
.Qualification by examination must, to 


an extent, always be arbitrary, but it does . 
indicate certain attributes in the candidate: 
.— depth of knowledge, ability to discern 


information, ability Ai reason and sp on, 


_ There is no perfectly satisfactory means 


of learning — it comes with long hours 
and patience. 

The important SE is that, given” 
the examination system for the present, 


` how can the process of qualifying be 


improved and made more effective. 
Clearly, there are two parts: the ac- 


` cumulation of practical knowledge and 
techniques during the contract. of train- 


ing; and a system of study which enables™ 
the student to master the theoretical 
aspects of the professional subjects and 
to develop a thinking process designed 
to cope with everyday problems. The 
first 1s primarily the concern of the 
principal; the sécond is the concern of 
the educationist. 

There is no single study system suitable 
for all students. A random sample of 


students’ opinions on the best method of. 


study would show a surprising diver- 


. gence of views. It is simply not true 


that all ‘students want. only to attend 


public sector colleges. Nor is it sensible, 


to suggest .that correspondence study 
is suitable for everyone. The Institute 
has.recognized this and so have a number 


`. of other professional bodies. 


To talk of ‘the outmoded and dis- 
credited’ correspondence course system. 
is an expression of immature prejudice, 
born of ignorance. Of course there are 
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those who dislike the -correspondence 


method, but then many dislike attending 
compulsory lectures: listening to clever 
people — some of whom cannot teach! 
The plain fact is that correspondence 
tuition has allowed many millions to 
acquire the necessary knowledge and 
competence in a chosen field. 
Correspondence-education is not begin- 
ning to face the cold wind of competition 
— it has, been facing strong competition 
from the public sector for the last ten 
years. ‘Those years, were pretty harrow- 
ing and there were many Jeremiahs 
who forecast the demise of the corres- 
pondence course. Today, however, it can 
be asserted fairly confidently that an 
equilibrium in the market’ for pro- 
fessional education has been: reached. 


Effective force 


The public sector has grown and. 
developed into a strong atid effective 
force and unquestionably satisfies a 
real need for education in accountancy 
and business, subjects. On the other 
hand, correspondence courses have sur- 

vived and have demonstrated the con- 

tinuing need for such a method. A high 
percentage of chartered, certified and 
cost and management students study 
by correspondence, even though ex- 

tensive public sector facilities are avail- 
able. Witness also the serious intent of 
some polytechnics to’ establish a cor- 
respondence arm to their organizations. 

And, lastly, the tremendous success of 
the Open University heralds some mes- 
sage as to the’ popularity of the cor- 
respondence. approach. This year, ap- 
plications for OU degree courses will 
exceed by three times the vacancies. 

I do submit, however, that for one 
reason or another the correspondence 
‘schools’ have not developed and adapted. 
their teaching methods to the needs of 
the 1970s. This is attributable partly 
to the uncertainties in the 1960s as the 
public sector expanded, and partly to 
their own management. But this position 
will change and new approaches to teach- 
ing will be éxplored and, adopted: The 
idea of ‘linking’ is just an exploration 
and does not apply only to account- 
ancy students, ` r: 


i 


Opportunity to choose - 


On how students’ study needs can be 
identified and satisfied, the basic prob- 
lems are where to study. and what 
method of .study. In the case of 
chartered students, there are two con- 
straints which narrow the options: 
qualifications by passing the professional 
examinations cannot be dissociated from 
practical training in the office, and the 
amount of study leave for most students 


is 
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is insufficient to allow all aspec:s of the: 
syllabus to. be covered Properly without.’ 


home study. 

There’ ‘should be ‘a: choice for ‘the 
student ‘so. that the different methods 
are competitive and only ‘those which 
satisfy students ‘in quality and cost 
survive. Where there is a joint effort, 
the need for continuity, co-ordination and 
stipervision is paramount ard there 
must be a close working relationship. 
Any public sector college which plans 
to start its own correspondence course is 
either very confident of its organiza- 
tional ability or very optimistic that it 
can improve the present system. Such 
organizations do not grow overnight. 

In many cases local authorities will 
subsidize the cost of attendance at block 


release ‘periods for linked study, and 
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in some cases will contribute towards 


‘the cost of a correspondence- course 
because they realize that it is cheaper . 


and more efficient in the long run to 
leave it to the specialist private sector. 
In our type of society, issues such as 
public and private education can be 
freely debated. One of the problems of 
a mixed economy is that if power is 
unfairly distributed, arrogance can creep 
in. A number of polytechnics and 
colleges of higher education have, it 
should be recorded, the vision and 
desire to give linked study between the 
private and public sectors a chance. The 
conditions necessary for success are an 
acceptance by all parties, including 
firms, of the concept, the willingness of 
tutors and lecturers to experiment, and 
wholehearted participation by students. 





LETTER TO ROUNDABOUT 


Blinkered 


Sir, — In two of his last thrze contri- 
butions, ‘Observer’ has seen fit to criti- 
cize various aspects of the education 
policy adopted by the March ACASS 
Council meeting. However, his powers 
of observation appear to have been 
blinkered by his own prejudices in that 
he has failed to record the precise wording, 
and therefore meaning, of tke policies 
on which he pronounces and to note the 
context from which his selected quota- 
tions were taken and the precise reasons 
for.the policies being adopted. 

In his column in -your issue of April. 
4th, ‘Observer’ attacks’ the proposition. 
‘that the ICA in England and Wales be 


urged to withdraw’ its” recognition of- 
private/public, sector linked courses’. This - 
proposition was, in fact, never carried at 


the Council’ ‘meeting and 26 would seem 
that ‘Observer’ bas muddled it with the 
instruction given to the ACASS Executive 
to ‘ensure that the statement currently 
appearing in the Institute’s directory 
giving unrestricted approval of private/. 
Gët sector courses is not repeated next 


“TE he had listened to the debate on this i 
instruction it relates to that part of the- 
statement which notes that students have - 


given their unrestricted approval to these 
courses. ACASS has, of course, never 
given its unrestricted approval of these 
courses and in view of its cpinion, ex- 
pressed in motions at the March Council, 
that such courses ‘will make it increasingly 
difficult for accountancy students to get a 
free professional education’ end that, as 
your report of the ACASS Council 
noted, they ‘hindered the development 
of the public sector’, it is surely only 
. logical for that instruction to be given. 


‘Observer’ 


“In his E E of May 2nd, ‘Observer’ i 


attacked the recent decision of ACASS. 
to try and establish the education of all: 
accountancy students in the public sector: 


The reasons that this policy was criticized ` 
were that tutors who work in the private ` 
sector would not move to the public - 


sector. However, while recognizing the 
importance of ensuring that able tutors 
are not lost to the profession, the interests 
of thé students are paramount and if it 


can be shown: that the students would ` 
benefit from public sector education as'a 
- whole, then I do not regard this argument - "`" 


as being particularly strong. `, 
The second reason given’ was ‘that the 


public sector courses’ were available ro 
‘the vast majority of students as well. as . 


private sector courses. ‘Observer’ obviously 


failed to observe that one of the major 
reasons why, this ` policy was in fact: 


adopted was that education: facilities for 
many students in the more remote areas 
were extremely poor, and that they were 
unable to obtain the oral tuition recom- 
mended by the Institute. 

Furthermore, the ACASS Council noted 
that it was largely because many of the 
large firms were sponsoring their students 


in order that theycould attend private sectcr ` 


courses that the expansion of public 
sector courses had virtually ceased and 
indeed, in some areas, such courses were 
being reduced in number. 

The third argument put against the 
ACASS resolution was that the repre- 
sentatives of student societies considered 
that the public sector can more adequately 
provide the kind of education which ac- 
countancy students should receive, 
because it had better facilities to do so. 


‘This argument was discussed in the con- ` 


. powers 
` Nelson so. well at Copenhagen; are not 
` desirable in ensuring that-a rational debate: ; 
_ on the future of education for: accountancy” 
prudent is forthcoming. ` g 


.'Bristol. 
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text of a long-term solution to the educa- 


tion problem by members at the Council 
and to attack ACASS for conveniently 
overlooking the current situation in the 
public sector in relation to the facilities 
and resources available is grossly unfair, 
particularly in view of the fact that the 
second motion on education stated that 
‘the Council believes that there is an 
inadequacy in the provision for the 
education of trainee accountants in the 
public sector.’ 

But, whilst accepting these inadequacies, 
ACASS believes that the public sector 
is the only sector capable of developing 
the theoretical education, inter-discip- 
linary education and research facilities 
which are necessary and vital for the 
profession’s development. Any, attempt 
to develop these facilities in the private 
sector would mean placing their’ courses 
even further out of the price‘range of the 
majority of students.. 

ACASS adopted ‘its policy because it 


_ believed that free oral tuition should be 
. available for all accountancy students and 


that the cost of the private sector was 
prohibitive to many students. To. argue 
that the. private sector ‘survives only ‘as 
long as it serves’ may be perfectly valid, 
‘but surely it serves only.so long as there 
is.no adequate and free educational facility 
in the public sector. 

In’ concluding,- may I. say ‘that. the 
of observation. which ‘Served 


ee 


Yours faithfully, KE 


‘ANDREW J. POTT, 
SECRETARY, ACASS. 





LONDON TAX: COURSE 


As already. “announced under "Round. 
about’, London CASS are to hold, for the 
second year, a one-day course on cor- 
poration tax on Thursday, June 6th, at 
Chartered Accountants’ Hall, commenc- 
ing at 9.30 a.m. 

The course will be of particular value 


to Part II students and those members - 


currently engaged in tax work. Lecturers, 
who will be primarily concerned with the 
effects and implications of the 1974 
Finance Bill, will also outline the im- 
plications of corporation tax and such 
topics as the effects on small companies 
and groups of companies, and transitional 
and overseas problems. 

As many as go members attended last 
year’s course and a similar response is 
expected for the one next month. The 
fee is {13 and those wishing to ensure a 
place should contact immediately the 
Society’s course director, Jean McInnes, 
43 London Wall, London EC2M e 
Telephone 628 4527. 
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AUCTIONS and VALUATIONS 
of 


FACTORIES, PLANT and MACHINERY 


Henry Butcher & Co 


59/62 HIGH HOLBORN, LONDON WCIV 6EG 
_ Telephone 01 -405 8411 


NORTHERN OFFICF: 33 SALTAIRE ROAD, SHIPLEY, YORKS BD18 3HH 
| Telephone Shipley (STD 0274) 57444 


Accountancy: Tuition by the Metropolitan College for Exatainations 


J.Dip.M.A., the highest award available 
to Accountants in Great Britain 


CERTIFICATE IN 


MANAGEMENT INFORMATION 


The Joint Diploma in Management Accounting Services 
(promoted by the three Chartered Institutes and the 
AACA, LCMA end C.LP.F.A.) is for the purpose of 
improving the standard of Management Accounting 
Services which the profession can give to industry and 
to provide a qualification for accountants in industry 
and those acting as consultants to industry, the posses- 
sion of which will indicate the holder is wholly qualified 
by experience and by examination in this field. The 
Certificate in Management Information (sponsored by 
The Institute of Chartered Accountants in England and 
Wales and in Ireland) is for the purpose of encouraging 


ae ee) eee eee wm 


i POST COUPON NOW! 


Please send me without charge or obligation a copy of the College Accountancy Prospectus. 


Wel 
3 
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study in the increasingly important field of Business 
Administration and Organisation. 

The subjects of examination for the J.Dip.M A. Part L 
and CMI. for which the Metropolitan College provides 
expert postal tuition, ara: Business. Organisation. and 
Administration Design of Systems and Data Processing, 
Management Information and the Use of Analytical and 
Statistical Techniques, Financia] Management and the 
Use of Accounting Information. J.Dip.M.A., Part II 
examination compris2s a thesis and e viva thereon and 
is open to candidates who have passed Part | examina- 
tion and have at least five years’ qualified experience. 
Those who qualify for the Diploma have the right to use 
the designatory letters J.Dip.M.A. 


To the Principal, 





B.Mendes, B.Sc.{Econ.), 
F.C.A. (Dept A1/35), Metropolitan College, 
St Peter’s Street, St Albans AL1 3NE. 








Examinations are held annually, each October in London, 
Manchester, Glasgow, Belfast and Dublin; -.- 


Fast Airmail Service.for Overseas 
Students at no extra cost 


Please write for full particulars to The Principat, 
B. Mendes. B.Sc.(Econ.), F.C.A. (Dept A1/35), 
Metropolitan College, St Peter’s Street, St 
Albans AL1 3NE, or call at our London Advisory 
Office, c/o Association of British Correspondence 
Colleges, 4 Chiswell Street, Londen EC1Y 4UR: 
Tel. 01-628 2721, stating the examination In which 
you are interested. 





Member of the ABCC, 
Accredited by the CACC, 
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RECOMMENDED FOR 
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EXAMIN ATION STUDY | 


manual 


~ auditing 


“This book has been written especially ‘for 


students. It explains the principles of auditing 
-and illustrates the application of those 
` principles to the annual audit of a medium- 


. sized undertaking. The approach is practical. 
for much of the subject-matter has been de- - 
rived from Cooper’s Manual of Auditing. From ` 
` this point of view, the book provides the 
student with every possible assistance in carry- ` 


ing out his daily work as audit assistant, giving 


him an over-all understanding of: what is - 
required of him and why; thereby extending ` 


his interest. It is also, therefore, a book 


which will provide excellent preparation for.’ 


examinations in auditing. 





V. R. V. COOPER 


Special features are apie on the audit’ of 


Soup accounts, ` the drafting of. audit 
reports , and qualifications ` therein, audit 
aspects of different classes of business, . 
iavestigations and the case law relating to the 


duties and liability of auditors. The extensive 
-appendices include examples of ‘audit docu- 


mentation. There is also a convenient summary 
d statutory and’ Stock Exchange requirements 
in rélation to the presentation of annual 
accounts to shareholders. This summary is 
ilustrated by a specimen set of accounts, ' 
This book is published on behalf of the General 
Educational Trust of the Institute of Chartered 
Accountants in England and Wales, 
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Publishers of THE ACCOUNT. ANT ` 
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151 Strand, London WC2R 1JJ 
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PROFESSIONAL NOTICES 


The partners of Baker Sutron & Co, 
GERARD VAN DE LINDE & Son, Chartered 


Accountants, announce with regret the 


“death of Mr JOHN INGARFIELD, F.C.A., 
on May erh, 

TT & H. P. Ber (Blackpool office) and 
F. C. & J. S. DARWELL announce 
that their practices were merged on May 
ist. The new firm, DARWELL, BrE & Co, 
Chartered Accountants, is practising from 
49 Springfield Road, Blackpool FY 1 3QA. 

Craig GARDNER & Co, Chartered 
Accountants, announce that with effect 
from April 6th, Mr Tuomas ENDA 
MEEHAN, F.c.A., and Mr DANIEL VINCENT 
O'LEARY, BL, A.C.A, FTI, were 
admitted to partnership in the firm. With 
effect from April 3oth, Mr (GERARD 
WILLIAM O’BRIEN, M.A., B.COMM., F.C.A., 
Professor Emeritus, UCD. senior part- 
ner in the firm, retired after 41 years’ 
service. 


Hucues, ALLEN, SooLe & Co, Chartered 
Accountants, of Kingsway House, 103 
Kingsway, London WC2B 6RA, and of 
32 Cumberland Street, “Woodbridge, 
announce, with effect from May tst, 1974, 
the admission to their partnership of Mr 
T. J. Webb, F.c.a., a senior member of the 
staff at the Woodbridge office. 


PANNELL Fitzpatrick & Co, Chartered 
Accountants, of Nottingham, announce 
that as from May 1st, Mr ALLAN PEARSON, 
A.C.A., Mr ANTHONY HOWELL, A.C.A., and 
Mr Timotuy S. RICHMOND, A.C.A., were 
admitted to the partnership. The three 
new partners have been senior members 
of their staff for a number of years. 


G. H SEARLE & Co and FETTES 
Insxrp & Co announce that their practices 
were merged with effect from May 
st, 1974. Mr G. H. SEARLE, F.c.a., and 
Mr R. Iwer, A.C.A., will be the principals 
of the combined practice which will 
operate under the style of SEARLE 
Ferres INsxip & Co Chartered Ac- 
countants, from the existing offices of the 
constituent. practices at Pinner, Barking 
and Benfleet. Plans are also well ad- 





vanced for the opening of a West Country 
branch office in the near future, 

THORNTON AND STANLEY, Chartered 
Accountants, of Lancaster, announce 
that Mr J. Warwick WILSON, A.C.A., 
has been admitted as a partner with 
effect from May rst. The name of the 
firm will remain unchanged. 


C. Totson & Co, Chartered Account- 
ants, of Lloyds Bank Chambers, Market 
Place, Dewsbury, associated with 
ARMITAGE A NorTON, announce that 
Mr Cuirrorp ToLrson, the founder 
partner of the firm, retired on April 3oth. 
Mr Totson, who recently completed 
5o years’ membership of the former 
Society of Incorporated Accountants and 
The Institute of Chartered Accountants in 
England and Wales, will continue to be 
available in a consultant capacity. The 
remaining partners will continue to 
practise from the same address. 


APPOINTMENTS 


Mr Graham Hamilton, F.c.a., has been 
appointed secretary of Ashwell Scott, 
building service engineers. 

Sir Charles Hardie, C.B.E., F.C.A., a 
director of the Anglo-Portuguese Bank, 
has become deputy chairman. 

Mr David Healey, M.A., F.c.A., has 
become controller of Honeywell Informa- 
tion Systems’ Data Processing Group. 

Mr John Cross, a.c.c.a., has joined 
Cherry Valley Farms as chief accountant 
and secretary. 





Mr J. Cross 


Mr D. J. McFarlane 


Mr Don J. McFarlane, F.c.a., has 
joined Allders as financial controller. 

Mr Roger Langford, F.c.a., has joined 
the Pritchard Services Group as chief 
accountant. 

Mr Robin J. C. Mallinson, M.A., F.C.A., 
chief financial officer of Alcan Booth 
Industries, has been appointed a director 
of the company. 

McCorquodale & Co have made the 
following appointments: Mr Norman D. 
Paget, a.c.c.a., has become financial 
director of McCorquodale Security Print- 
ers; Mr Eric N. C. Eustance, F.c.M.A., 
has been appointed divisional accountant, 
display division, and secretary of 


McCorquodale Colour Display; Mr 

Jones, a.c.c.a., has become divisio 
accountant of the general print’ divisi 
and secretary of McCorquodale Printe 


Messrs A. G. Moon, F.c.a., and C. R 
Baily, F.c.a., have been appointed. vice 
president and director of financial admin: 
istration, and financial controller a 
secretary respectively of Kraft Foods. ` 


Mr Colin Simmonds, 1.P.F.A., assist 
treasurer of the former East Anglia 
Regional Hospital Board, has be 
appointed principal assistant treasurer 0 
the new East Anglian Health Authority, 

Mr N. D. Toosey, A.C.A. has bi 
appointed Baring Brothers’ agent 
Liverpool. He succeeds Mr T. I. F. To 
F.C.A, 


INSTITUTE OF BANKERS 
ELECTS NEW PRESIDENT 


Sir John Prideaux, 0.8.£., F.1.B., chairman 
of National Westminster Bank, w: 
elected President of The Institute o 
Bankers at last week’s annual meeting. 

Sir John, who has been chairman 
National Westminster since 1971, is also 
chairman of International Westmins 
Bank and a member of the Lond 
Advisory Board of the Bank of New So 
Wales. He is currently Chairman of | 
Committee of London Clearing Banke 


OBITUARY 


Mr Lawrance Ludford, 
M.Com., F.C.C.A., F.LA.C., 
F.C.1.S., F.R.Econ.S. 


We have learned with regret of the death 
at his home on May. ioth, of Mr Lawrane 
Ludford, managing director of the Four 
Oaks Spraying Machine Company, and 
co-founder and life President of th 
Institute of Company Accountants. 

Mr Ludford qualified as a certified. 
accountant in 1924, and it was in 192 
that he established, jointly with the late. 
Mr R. R. Mason, the Institute o 
Company Accountants ‘for the purpose o 
advancing the interests of accountan 
engaged in industry, commerce, bankin 
and trade’ (The Accountant, Decembe: 
15th, 1928). Thereafter he held th 
appointments of joint executive officer 0 
the new Institute from 1929 to 1960, 
Chairman of Council from 1929 to 1966, 
and President from 1949 until his death 

On the successful conclusion of nego- 
tiations to link the Institute with the 
Society of Commercial Accountants an 
the Cost Accountants’ Association i 
‘The Society of Company and Com 
mercial Accountants’ (The .Accountan 
November 15th, 1973), Mr Laudf 
was nominated as the first. President 
that body, and it had been hoped that h 
would assume office on July 1st. Un. 
happily, his failing health had recent! 

























































ob iged him to decline this well-merited 
honour — which, as reported elsewhere in 







ord, C.B.E., M.A. 






DOUBLE TAXATION - USSR 


n -agreement between the United 
dom and the .Union of Soviet 
ialist Republics for the avoidance of 
ible taxation of air transport under- 
kings and their employees was signed 
London on May 3rd. The agreement 
subject to approval by the House of 
mmons. The text will be published 
ortly as a Schedule to a Draft Order in 
ouncil, ° 

















































SOLOMONS REPORT 


rospectus for a Profession, the report of 
rofessor Solomons’ inquiry into the 
mg-term future of accountancy edu- 
tion in the United Kingdom, is to be 
ublished on May 28th. Preliminary 
dications suggest that the report (pre- 
red with the guidance of a steering 
ymmittee representing the six recog- 
zed bodies of accountants in the UK and 
the Irish Republic) recommends few 
ndamental changes. though its im- 
plementation may call for some adjust- 
nent of hitherto entrenched attitudes. 
‘The principal features of the report will 
€ the subject of a leading article in next 
week’s issue of The Accountant. 
The report is to form the basis of a 
conference to be held at Birmingham 
niversity from September 12th to 14th 
the Advisory Board of Accountancy 
ducation, 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


e next monthly meetings of The 
ccountants’ Christian Fellowship for 
le reading and prayer will be held on 
Monday, June 3rd. The general subject is 
Jesus’ statement ‘By their fruits ye shall 
know them’, and the June meetings will 
review ‘Meekness’ in this connection. 
‘The City meeting will be at 1 p.m. in 
e vestry of St Peter-upon-Cornhill, 
don EC3 (entrance in Cornhill, near 
Gracechurch Street) and will be led by 
Mr John Risbridger. Buffet lunch will be 
available (charge 30p) during the meeting. 
The parallel meeting in the West End 
will be at the same time in the boardroom 


a FOR C.A. 
EXAM 
PASSES 





is issue, now devolves on Mr J. Peter 


of the Bible Reading Fellowship, 2 
Victoria Coach Station) and will be led 
by Mr Andrew Russell. Bring sand- 


wiches ~ coffee is provided. 


BIRMINGHAM AND 
WEST MIDLANDS 
CHARTERED ACCOUNTANTS 


At the annual meeting of the Birmingham 
and West Midlands Society of Chartered 
Accountants held last week, Mr Bruce W. 
Sutherland, F.c.a., was elected President 
for 1974-75. 

Mr Sutherland is in practice as a 
taxation specialist. He was admitted to 





membership of the Institute in 1951, 
having gained first certificate of merit in 
the Intermediate examination and third 
certificate of merit in the Final. 

Mr Sutherland has always taken a keen 
interest in student affairs, being secretary 
of the Nottingham Chartered Accountant 
Students’ Society in 1951-52 and Presi- 
dent of Birmingham CASS in 1966-67. 
He is a member of the Council of the 
Birmingham Chamber of Commerce and 
Chairman of the Taxation Committee 
of the Association of British Chambers of 
Commerce. 

Apart from his business interests, Mr 
Sutherland is treasurer of the Hockey 
Association. 

Other appointments 
meeting were: 
Vice-President: Mr J. R. Adcock, F.c.a. 
Secretary: Mr P. R. Dallow, F.c.a., Foun- 


tain Court, Steelhouse Lane, Birming- 
ham B4 6EA. 


made at the 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures y 

principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Programming, Costing. G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 

Free 160-page book (without obligation on application to Careers Adviser) 


THE RAPID RESULTS COLLEGE 

DEPT AHA TUITION HOUSE. LONDON SW19 4DS 
(24-hour Recording Service - 01-946 1102 - Prospectes only) 

Accredited by the Council for the Accreditation af Correspondence Colleges 


Elizabeth Street, London SW1 (opposite 


~ NORTH LONDON GROUP 
At the next meeting of the North London 
Group of the London and District Society 
of Chartered Accountants, on Wednesday, 
May 2gth, Mr Brian Bransbury, oc. 4 
member of the CBI and Bar Association 
Company Law | Panel,’ will discuss. a 
possible new Companies Bill. ; ` 

This meeting will provide an oppor- 
tunity for members of the profession to 
make known their views on the contents 
of such a Bill. Mr Bansbury hopes to learn 
the views of accountants which may be 
translated into the clauses of a forth- 
coming Bill on company law. 

Group meetings are held at The 
Torrington, Lodge Lane, Tally Ho 
Corner, North Finchley Nr2 at 7 for 
7.10 p.m. Inquiries concerning mem- 
bership and future programmes should be 
made to Mr David Zane, F.c.A., of Newton 
Zane & Co, 925 Finchley Road, London 
NWit 7PE (01-458 7244). 


JANE HODGE 
ACCOUNTANCY DINNERS 


Speakers at the second series of these 
dinners, sponsored by the University 
of Wales Institute of Science and 
Technology, have included Mr Arthur 
John, c.B.£., F.c.A., finance director of 
Unigate, who spoke on “The future 
education, training and role of the ac- 
countant in industry’ and Professor 
Edward Stamp, M.A., C.A.(CANADA), who 
talked on the role of the academic 
accountant. 

The aim of the series is to allow 
academic and practising accountants 
to discuss matters of crucial importance 
to the accounting profession. 


ADMINISTRATION OF AN 
ACCOUNTANT’S PRACTICE 
Proposed Office Manual 
The Institute of Chartered Accountants 
in England and Wales is to prepare for 
publication, over the next year, an office 
manual for purchase by members. The 
manual will be of a practical nature and 
will be aimed at giving constructive help 
on administration matters, particularly 
concerning members in medium-sized 

and smaller firms. 

Comments, ideas for inclusion and 
particularly specimen forms for inclusion 
in the manual would be welcomed from 
members no matter how obvious the 






our success in all the 






Tel. 01-947 2211 
















items may appear, and no matter how 
much duplication of ideas may take place. 
The more the publication can be based 
- upon knowledge and experience of a 
variety of firms, the greater will be its 
“practical value o members, i 
Correspondence in connection with 
this project should be addressed to M. J. 
Groom, F.c.a., 14 High Meadows, Comp- 
ton, Wolverhampton WV6 8PH (0902 


753816). 


SHEFFIELD SOCIETY'S 
NEW PRESIDENT 


Mr John Michael Beard, F.c.a., was 
elected President of the Sheffield and 
District Society of Chartered Accountants 
for 1974-75 at last week’s annual meeting. 

Mr Beard, who is the third generation 
of his family to become President — his 
grandfather Mr H. E. P. Beard being 
“elected in 1917 and his uncle Mr R. G. 
Beard in 1953 — is a partner in the 








. Sheffield office of Pannell, Fitzpatrick & 
Co. He served his articles with Davies & 
Crane, of Southport, and was admitted to 
membership of the Institute in 1954. Two 
years later, he joined Burbidge Henderson 
& Co, becoming a partner in 1967. 

Mr Beard is a past chairman of Sheffield 
Riverdale Round Table and is currently 
treasurer of the Crucible Theatre Trust. 
_ Other appointments made at the meet- 
ing were: 

Vice-President: Mr H. M. Grace. B.COM., 
FCA, 
Secretary; Mr Andrew Beard, A.C.A., 22 

Norfolk Row, Sheffield Sr 2PA. 
Treasurer: Mr J. E. S. Dunn, F.c.A. 









ANNUAL CONFERENCE OF CIPFA 


‘The “1974 annual conference of the 
Chartered Institute of Public Finance 
‘and Accountancy opens at Scarborough 


with a reception and dance on the evening 
of Tuesday, June 4th, followed on June 
sth by the Presidential address of Mr 
T. W. Sowerby, L.P.F.A., F.R.V.A., D.P.A. 
Subjects for discussion at the plenary 
sessions include the implications of EEC 
for the British public services; education 
and training of accountants in the public 
service; and Parliamentary control of 
public expenditure. The annual meeting 
of members of the Institute will be held 


In Parliament 


Bank Overdrafts 


Mr TROTTER asked the Chancellor of the 
Exchequer whether interest paid by 
individual taxpayers on overdrafts taken 
out before Budget day will continue to be 
allowed in computing their tax liabilities 
if the money borrowed was used to im- 
prove or alter a house occupied in whole 
or part by the taxpayer. 

Dr GILBERT: Interest paid on an over- 
draft in existence on Budget Day will 
continue to qualify for tax relief until 
April 5th, 1975. Thereafter, overdraft 
interest will be eligible for relief only if it 
is incurred as a business expense. 

Hansard, May 1st. Written answers, 
col. 490. 

Charities 


Mr Asuuey asked the Chancellor of the 
Exchequer what representations he has 
received about the effect of his Budget 
on charities; and what replies he has sent. 

Mr JoeL Barnett: Relatively few rep- 
resentations have been received about the 
effect of the Budget on charities. The 
replies sent have indicated that such bodies 
enjoy very considerable fiscal advantages, 
some of which will be made more valuable 
by the Budget proposals. 

Mr Asley: Is my hon. friend aware 
that my right hon. friend the Chancellor 
has been very helpful over the problems 
of disabled children who are affected by 
the Budget, but that, in spite of my hon. 
friend’s anwer, many charities have 
been highly critical of the Budget as it 
affects their finances? The Spastics 


JOHN FOORD & CO. 


INDUSTRIAL VALUERS 
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on the afternoon of 
conference concludes on June 7th 
the investiture of the new President. 


1974-75- 


THE CHARTERED 
ACCOUNTANTS’ BENEVOLENT 
ASSOCIATION 


The annual generál meeting of th 
Chartered Accountants’ Benevolent As 
sociation will be held at Charter 
Accountants’ Hall on June 4th, at t 
conclusion of the annual meeting of th 
Institute. The Institute’s meeting is due 
to commence at 11 a.m. ; 


June 6th, and 


th 































































Society has called it a black Budget fo 
charities. In view of the reasonable prob 
lems which have been raised by charities 
is not it possible for reconsideration to 
given to the Budget proposals affectin: 
them? 

Mr Barnett: As I said in my mai 
answer, we have received relatively fe 
representations. I note what my hon 
friend says, but we are satisfied that th 
Budget as a whole was actually adva 
tageour to charities. ; 

Hansard, May 2nd. Oral answers, € 
1301. 


Multinational Companies 


Mr Denzit Davies asked the Chancello: 
of the Exchequer whether he will brin 
forward proposals to prevent the avoid 
ance of taxation by multinational com 
panies through the overpricing of 
underpricing of assets transferred between 
the United Kingdom company and 
foreign companies in the same group. 

Mr JoeL Barnett: The tax coc 
already contains a provision for deali 
with this, and its scope is under review. 

Hansard, May 2nd. Written answer: 
col. 506. 


Gifts Tax 


Mr Perer Rees asked the Chancellor of 
the Exchequer whether he can now make a 
statement on his plans for making known 
in advance of his autumn Budget pr 
posals relating to the gifts tax which he 
proposes to introduce. 

Mr JoeL Barnett: Liability to the new 








01-402 8361 






in any individual case must depend 

he actual legislation, and my right 
friend has no plans for publishing 
etailed proposals before his next Budget. 










dr Rees: Will the Financial Secretary 1313. 
ad the Chancellor show themselves. 

tle more sensitive to those who have 

put in cold storage innocent trans- Mr 







ons, particularly transactions involving 
plications to the Courts? < 
t BARNETT: I cannot agree with the 
on. and learned gentleman. We are 












‘Playfair’ 
Compiled by KENNETH TRICKETT, F.C.A. 


tiple ~ 


FLO WC 
H ARTI 
N G BODE 
KMP QS 
UV X Y Z 


a ‘Playfair’ word square the codeword (in which no letter recurs) is 
Howed by the remaining letters of the alphabet, I doing duty for I 
J. To encode a word, split it into pairs of letters, e.g. ME TR IC. 
pair is then seen as forming the opposite corners of a rectangle, 
e other two corner letters being the coded form. Thus ME gives 
(not GS, which EM would give). Where a pair of letters appears in 
game row or column, the coded form is produced from the letters 
mediately to the right of or below each respectively. For last letters 
‘row or column, use first of same row or column. When all pairs 
encoded the word is joined up again, thus: SGITEI. Answers to 
Jur clues in italics are to be encoded thus in the diagram. Solvers must 
deduce the codeword from pairings determinable from letters in inter- 
cking words. 


lues across ~ 


. To declare this time would be mean (4). 

; Control rule (10). 

Double double as double, right in the middle (9). 

» Unusually pure English coin used elsewhere (5). 
Transfer ownership-of.a right of possession (5). 

, Tape container etc. pur back as arranged inside (8). 
7. Display in flap, reasonably (6). 
From us or of us (4). ri 

22, A-wrong to-right, inshort (4). * 

24. Enrol in between terms (5). 

25: Note included in some money.(4). 









tadi ; 

; ; : curriculum (5). 
36, Evidence of right heading (5). 

37. Extending, creating value (9). 

38, Receiver safer with 24, possibly (10). 

39. Opening revenue (4). 










Ghat tent! Garseaas 

3-4 Holborn Circus. 
London ECIN- 2HL 
Tei:01-353 6851 
Telex: 25916 


vg a Depot Fenian & Parse. 


FULLER 
PEISER 


Hansard, May 2nd. 


Accounting Techniques 
RicHaRD WarInwricuT asked the 
Secretary of State for Trade if he will 
promote the study and promotion of tech- 
niques of inflation accounting. 

Mr Curton Davis: An independent 
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- committee of inquiry under Mr Francis 
Een al consideri 










“Oral answers, ol 
































Charicellor of the Exchequer and himself, ` 
to continue this inquiry. 0 

Hansard; May 6th: Written answers, 
col. 5. 
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Ciues down — 


1. Informs as being about a hundred odd (9). 
2. Six men are reappointed inspectors (9). 
4. Think likely except when reordered (6). 
5. Tight? Use any product (6). 
6. Perhaps eager to settle (5). 
47. Information introduced in an option (5). 
8. Negative voters, different ones (4). 
9. Post-free except for round coin (5). 
14. Bidding with caution? (7). 
15. A great many debts incurred (6). 
6. Fall from the beginning of 37 (4). 
18. Inclinations to look after society, including the Queen (6). 
20. Discriminating, has shortened optional subject (9). 
21. Prerogative to reprint what the efficient typist will do (9). 
23. Learning the tricks of one’s trade in reverse (4). 
28. Ordinary sort of interest (6). 
29. Slight feature of consignor explained (6). 


> 30. Sell 9 on audit, excluding it (5). 


32. Addition re tax reallocation (5). 
33. Established rights to expend rupees (5). 
35. Ignore cancellation of test (4). 


The solution will be published next week, 
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for regular savers 


1. Agree to save £1 to £50 















per month. 

2. No time limit. | 

3. Withdraw without Get the Abbey Habit | | 
enalty. 
| ES todays best all-ro hdwaytosave E ` 
Le Abbey National Building Society, Det. 298. Abbey House, Baker St, London NW1 6XL. For the address of your nearest branch or local agent, see Yellow Pages. d 
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e 
Story 
of 
Nuclear 
~~ Energy. 


Atoms, nuclear 






a 





reactors, computers, Knowledge you can 

technology — another gain through our 

world and yet in this training programmes 

world. combining practical 
The peaceful, and experience with 

not so peaceful, uses sound career 

of atomic energy development. 


have played an 
increasingly large 
part in our lives since 
the installation of the 
world’s first nuclear 
fuelled power station 
at Calder Hall, in 1956. 

It also presents a 
challenging 
opportunity for the 
world of 
Accountancy. 

As each new 
system emerged from 
experimental stages, 
feasibility studies, in 
terms of capital and 


current costs were Find out more 
necessary for different about us by 
industrial and contacting Tim 
commercial uses. Driscoll. 
Accountancy Coopers & Lybrand, 
continues to play an Abacus House, 
important role in the Gutter Lane, 
latest developments London, EC2V 8AH. 


through the financial 
evaluation of new and 
exciting concepts. 
fa you, a 
young Chartere 
Accountant, have 
ideas on ultimately 
entering this field or 
some other capital 
orientated industry. 
Consider the 
knowledge we've 
built up of these 
techniques. 
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Solomons - the Evolutionary 


HE report Prospectus for a Profession is here at last. 


We have been waiting for ‘Solomons’ more anxiously ` 


than ever we did for Godot (whom most of us did not 
know nor had ever heard of) and one suspects that all the 
six accountancy bodies sponsoring the report have marked 
time on some matter or other to see whether their 
particular thoughts on development would receive the 
Professor’s endorsement. 

They are hardly likely to be alarmed by the proposals 
which have emerged. The author himself refers to 
evolutionary forces moving the profession forward even- 
tually without any help from the inquiry, so that he is 
content for his report to be ‘a catalyst to speed things up’. 
It is to be hoped that it will make a contribution in this 
direction, for the proposals themselves are by no means 
startling. 

‘To suggest that the Councils of the six accountancy 
bodies can sleep soundly in their beds would not do 
justice to the substantial developments in education and 
training which have happened in recent years right across 
the face of the profession. Professor Solomons is fortunate 
in his ability to see that tide for himself, and he is able 
with. some confidence to indicate the flow of future years. 
_ The report consists of eight chapters and five appendices, 
totalling 221 pages, on which ground alone tribute must 
be paid to the effort which Professor Solomons and his 
assistant, Mr T. M. Berridge, have put into the 
endeavour. “The Future of the British and Irish Ac- 

_.countancy Professions’, as forecast in Chapter V, is perhaps 
less than convincing; like most horoscopes, it is so 
general and so lacking in specific conclusions as to titillate 
but not to convince. i 

But some conclusions are inescapable, and the report 
does not miss these. Accounting education, it finds, is 
‘too much concerned with the mechanical application 
of well-tried procedures to stereotyped situations’; it 


«should concern itself with ‘improving the student’s capacity ` 


to think for himself and to handle new situations and 
to solve new problems’. It follows that the student should 
be required to obtain an adequate base of fundamental 







































education before proceeding to practical experienc 

The author does not conclude that accountancy shoul 
require graduate entry only — the present-day pattern of 
recruitment puts such a day a little way off, at least. 
But he does propose that all non-graduates should 
undertake a two-year full-time foundation course. There is 
nothing sensational in this; it is required compulsorily b 
the Scottish Institute for non-graduates; the English Ir 
stitute insists on one year for such entrants; CIPFA - 
about to introduce a one-year requirement, while the 
remaining bodies are encouraging this, although at present 
on a voluntary basis. 3 

What is more important is the insistence in the repo 
that foundation studies for graduates as well as non- 
graduates must be relevant. The Scottish Institute, which 
comes in for much praise, insists that graduates „who 
have not followed a ‘fully approved’ degree course shall 
spend a further year at a university or polytechnic by 
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"a ` f 
way of a ‘conversion’ in relevant subjects. Predictably, 
the report includes the usual argument on the value of a 
first ‘relevant’ degree (particularly, of course, at the two 
ancient universities) followed by such a conversion. 

The author seems to attempt to escape by proposing 
four-year courses, comprising two years of ‘liberal’ and two 
years of ‘relevant’ studies. While some special pleading may 
be put up by universities to experiment in this way, it is 

ompletely unrealistic to think in terms of a general 
introduction of four-year degree courses — of this or any 
other character. 

It is commonplace to refer to the small proportion of 
graduates entering the profession who have followed an 
‘approved’? degree course, i.e., including accounting, 
economics and law. What Professor Solomons himself 
does not emphasize sufficiently is the number who have 
read at least one or more of the subjects which have a 
direct relevance to the profession. His own statistics 
(based on those sitting final examinations in 1972) show 
that 83 per cent of the graduate finalists of the Scottish 
Institute had read one or more relevant subjects; cor- 
responding percentages for other bodies shown in the 
tables were 57 for the English Institute, 45 for the 
Association and 48 for the ICMA. How many of us realize 
ow ‘relevant’ most graduates are becoming? 

With the extension of relevant degrees in the univer- 
sities, and particularly with the development of CNAA 
degrees in business studies and in accounting itself, the 
proportion of graduates with first degrees in one or more 
cognate subjects is certain to increase. It will be more 
difficult to defend the older belief — always of doubtful 
` validity — that a degree in, say, classics at one of the older 
foundations is a guarantee of success in the profession. 
= The profession itself is blamed for the contribution 
to the low esteem in which accounting is held in many 
universities. Major employers, both in practice and in 
industry — though less so in the latter — argue in favour 
_ of an ‘irrelevant’ first area of study for a degree and an 
‘on the job’ philosophy to follow. What incentive does 
this produce to make accounting a worthy subject of study 
at degree level? No wonder there is no strong support for 
chairs in accounting; no wonder that universities will 
continue their expansion in other areas. No wonder, 
too, that the University Grants Committee is reluctant 
to spend money on the development of accounting 
education if it is led to believe that any degree is as good 
as any other. 
< Though some members of the profession may continue 
to dispute the value of relevant degrees, many will be happy 
vith the importance which the report attaches to 
„practical experience. Some must have feared that the 
author’s USA connections might lead him to the same 
conclusions as those of the Beamer Report in the United 
States, that (if only because of the impossibility of 
evaluating practical experience prior to admission) there 
should be no requirement of experience prior to quali- 
fication; five years’ relevant college study should suffice, 















































with experience to be gained after admission to member- 
ship. The Ormrod Report en entry to the legal 
profession in the UK recommends a similar preparation 
for barristers and solicitors. 

Professor Solomons, however, firmly supports the prin- 
ciple of practical experience as a prerequisite to admission. 
Such experience must be systematic and based upon a 
programme ~ he advocates ‘recognized training establish- 
ments’ for this purpose. Further to heighten the value 
of this experience, entrants should be required to under- 
take periods of several weeks of practical instruction at 
established centres, preferably to be established by the 
profession. 

This again suggests the influence of the Ormrod Report 
with its reference to such institutions; perhaps, too, he 
has been led in this direction by the Scottish Institute’s 
recent purchase of an educational centre for its students 
(The Accountant, February 28th). The value of such centres 
cannot be denied. Here is the opportunity to teach the 
best practice of the profession — which, it needs to be said, 
does not necessarily conform with the staff manuals of 
any one firm, large or small. But the profession will have 
to contribute enormous sums; so, too, will the students. 

On examination, the report rightly makes the dis- 
tinction between early academic examinations and those set 
by the profession; let the universities and colleges conduct 
their tests and leave to the profession its separate task 
of determining the practical competence of applicants. 
Hence the proposal for a final test of such competence, 
practical in character and not of the nature that the ‘swot’ 
or the charlatan can pass by dint of cramming. Man- 
datory training records, systematic training and continuity 
of experience will precede the final test ~ exactly, be it 
noted, in the way in which the English Institute in its May 
1972 statement spoke out in favour of an alternative type 
of final examination. 

The time has come for the profession to be realistic 
and, in particular, to determine the raison d’étre of its 
examinations. They do not at present recognize the 
particular competence of entrants; they should do so and 
should rely on universities and colleges to provide the 
academic foundation. This makes it all the more 
necessary that foundation education should be relevant. 

‘The report also sets out very fairly the pros and cons of 
articles. Indeed, the author spends some time setting out 
the advantages of a training contract, concluding with 
the words: ‘The arguments on the other side are not so 
much arguments against a training contract as a rebuttal 
of the arguments for one. If the rebuttal is valid, in the end 
the choice for or against would appear to be a matter of no 
great weight.’ The relevant recommendation is that a 
training contract should not be compulsory but should be a 
matter for negotiation between the parties. 

The essential point, of course, is that if — as is intended — 
it becomes inevitable that the profession has a res- 
ponsibility for a systematic training programme for each 
and every one of its students, the question whether or 











not a student is under a formal training contract is of 
-secondary importance. Future students will know before 
they start what training programmes are available. They 
` will be reluctant to leave any firm which provides what 
` is approved and which offers a guarantee of admission if that 
` programme is faithfully followed. 

Having financed the inquiry to the tune of some 
£35,000,.are the accountancy bodies and the Leverhulme 
Trust, with the sponsoring authority, the Advisory 

` Board of Accountancy Education, likely to be satisfied 
with the product? The significance of the report lies in the 
` fact that it is the first time an in-depth study of the ac- 
countancy profession in the British Isles has been 
undertaken — far deeper than that which preceded the 
abortive integration scheme of 1968~7o. It is a document 
to which all accountancy bodies can refer and in which all 


Principal Recommendations 


ECOMMENDATIONS made by Professor Solomons, 

as ‘a catalyst to speed things up’, are presented in the 
light of an articulated whole; not, it must be emphasized, as a 
collection of unrelated ideas. While this does not exclude 
the possibility of variation, it does mean that variations in one 
part will also call for changes elsewhere; changes in timing 
and sequence, for instance, ‘may have more far-reaching re- 
percussions than are immediately obvious’. 


Subject to certain exceptions for ‘mature candidates’ and other 
special cases, candidates for the profession should be required 
to complete a minimum of two years’ full-time study at a 
university or polytechnic, leading to a ‘Diploma in Higher 
Education’. The report includes a proposed Dm HE. cur- 
riculum over four half-years; among the obligatory subjects 
would be mathematics to the level of ‘an introduction to 
differential and integral calculcus and linear algebra sufficient 
to provide a basis for further work in economics, statistics and 
operations research’; macro- and micro-economics; behavioural 
science and organizational behaviour. 


The report, while admitting the present established recogni- 
tion of the ‘Higher National Diploma’, sees at least three ad- 
vantages for the Dip.H.E. which the HND does not have. 
‘First, it is likely to be offered by at least some of the 
universities as well as by the polytechnics. Second, it will 
attract mandatory grants. Third, a student entering on the 
diploma course who can satisfy the entry requirements for 
degree studies will be able to gain a degree after completing a 
third year of study. . . . It cannot be many years before the 
typical recruit into the profession will be a graduate’. 


Practical instruction 


Basic education should be followed by a shorter period of 
practical instruction, not necessarily continuous, simulating 
work experience in a concentrated form and in a controlled 
environment. The objective of this period should be to build 
on the theoretical foundation of basic education and to instruct 
the student ‘how to do it’. 

` Initially, Professor Solomons envisages that this instruction 
might take the form of a short induction period after the end 




























































will find some proposals to which they are already sub- 
scribing. 

The extension of foundation education, the need to a 
tract graduates, the establishment of systematic training 
programmes, the monitoring of experience, the provision 
of a more practical final examination — these proposals ` 
and others will find ready acceptance among all the | 
bodies. This in turn is what makes the report so conven- 
tional; there is not one proposal which is likely to arouse 
any serious opposition. : 

All the present signs are that the accountancy bodies ar 
travelling the route which Professor Solomons traces in his 
recommendations. As they recognize this, perhaps there is 
the prospect of greater co-operation in thee field of S 
education and training — and if the report brings tha 
about, it will have achieved a major advance. 


of the diploma or degree programme, and a later, single full- 
time block of perhaps four months’ duration after com- 
pleting several months’ work experience. Among developments 
in educational technology to be explored in the longer term, the 
report mentions the use of television or audio-visual cassettes, 
possibly with the assistance of the Open University. 


Work experience 


A minimum period of three years’ approved experience (in- 
cluding the period of practical instruction) should be 
required of all prospective accountants, with no distincti 
in this regard between graduates and non-graduates. Q) 
these three years, not less than one year should be spen 
in public practice, and not less than one year in commerce 
industry or the public service. Two further years’ post- 
qualification experience, desirably to be monitored for it 
nature and quality as well as its duration, is envisaged as the 
minimum safeguard for the award of a practising certificate. ` 


Approved experience would be gained only with businesse 
and practices designated as ‘recognized training establish, 
ments’ (RTE); a parallel is drawn at this point with the teaching 
hospitals. Acceptance criteria for RTE status, it is suggeste 
‘would be laid down and made widely known by the. pro 
fessional body. Only. RTEs would be able to attract trainee 
seeking qualification, and the sanction of non-recognition woulc 
help to keep training standards high’. Small firms whic 
could not qualify alone should be allowed to form consorti: 
with others, or possibly with client companies, for thi 
purpose. 

The report finds it difficult to defend a system o 
training based exclusively on public practice, although it is 
admitted that such desirable qualities as a sense of pro- 
fessional independence and professional ethics are perhaps 
less effectively inculcated elsewhere. It also comes out 
against mandatory articled service or training contracts ~ the 
arguments for and against such a system being, in the Pro 
fessor’s view, somewhat finely balanced — but introduces, as a 
safeguard against job-hopping, that periods of less than eigh 
months with a single employer should not count as approved. 




























_ Professional competence 


“XISTING consultative links be- 
hestween the recognized accountancy 
bodies of the United Kingdom have 
jeen further strengthened by last 
Friday’s formal inauguration of the 
onsultative Committee of Ac- 
ountancy Bodies, following ratifica- 
ion of its constitution by the six 
participating bodies. This develop- 
ment has been officially welcomed as 
"a logical development aimed at 
‘strengthening the already well- 
established collaboration between the 
six major accountancy bodies in the 
ritish Isles’. 

-CCAB, under the terms of reference 
greed between the participating 
odies, is to consult on matters of 
ommon concern; to make joint re- 
presentations to Government depart- 

















experience. Provision should be made for a formal training 
_ contract where the parties jointly so desire. 


Admission to membership of the professional body should 
be by a test of professional competence on completion of the 
experience requirement. This, it is suggested, should be an 
open book’ test allowing the use of reference material, and based 
on case studies calling for analysis and report. 


tepresentatives of the six UK recognized bodies of accountants at last Friday's inaugural 
meeting of CCAB, under the chairmanship of Mr E. Kenneth Wright (sixth from left). Four 
other Presidents are included, in this unique group — Messrs E. W. McDowell (trish Institute), 
W. Sowerby (CIPFA), W. S. Risk (Scottish Institute) and G, H. Rees (Association of Certified 
coountants), together with Mr D. E Edmonds, President-designate of the ICMA. 


Professor Solomons makes no firm recommendation on the 
‘difficult issue’ of accounting technicians, believing that this 
is a matter better to be left until the senior bodies ‘are them- 


selves more rationally organized’. It is not, he says, the most 





Accountants Establish 
New Consultative Body 


ments and the EEC Commission: and 
to monitor progress in existing areas of 
professional collaboration. 

Its representative functions will 
replace the former Accountants’ Joint 
Parliamentary Committee, which has 
hitherto been one of the principal 
channels of communication with 
government on matters of concern to 
the profession. 

The Scottish and Irish Institutes of 
Chartered Accountants retain, under 
the new constitution, a significant 
measure of influence and autonomy in 
relation to Scottish and Irish matters, 
‘consulting with other bodies when 
appropriate’. 

In this connection, it has already 
been noticed that the report of Pro- 
fessor Solomons’ long-range inquiry 





important issue confronting the profession in 1974. 

In framing his recommendations, Professor Solomons has 
thought it more important that they be right than that 
they be original. Several interesting ideas, he writes, ‘have 
been discarded or deferred as being either impractical or 
capable of attainment only in the more distant future’. 


A PX 





The Committee has adopted its own dis- 
tinctive symbol, reproduced above, which 
signifies the elements of committee (circle), 
consultation (inward-facing arrows) and 
accountancy (plus and multiplication signs). 


into accountancy education (forming 
the subject of a leading article on the 
preceding pages) lays considerable: 
emphasis on the differing positions of 
the English, Scottish and Irish In- 
stitutes — these being predominantly 
attributable, in his view, to the 
Scottish educational structure and to 
the position of Ireland as a small and 
divided country. l 

Offices of CCAB have initially been 
established at Chartered Accountants’ 
Hall, Moorgate Place, London EC2R 
6EQ. 


Financial Aid Scheme’s 
TV Coverage 


T anticipated TV programme 
(The Accountant, May 23rd) on the 
newly-established Hendon Financial 
Aid Bureau was transmitted by 
London Weekend in last Sunday's 
‘Speak for Yourself’ series, and may 
have prompted the thoughts of ac- 
countants who are interested in apply- 
ing their professional skills to some 
form of social work. 

Audience participation included two 
local councillors ~ who, of course, 
could hardly be blamed for ‘plugging’ 
the advantages of such a service in the 
Hendon area; a bank manager, who 
agreed that the scheme would fill a 














— definite need among people with no 
existing bank contact; and at least 
- three accountants. One of these, Mr 

‘Terry Webb, a.c.a. (immediate past- 
President of ACASS) seemed to 
suggest that the FAB had started with 
a wrong emphasis; the need for its 
advice would be lessened if the bureau 
could bring pressure to bear on the 
Inland Revenue for a simpler form of 
tax return. 

Answering another question from a 
member of the audience, Mr Richard 
Simons, a.c.a., one of the scheme’s 
co-sponsors, repeated that counsellors 
would not accept professional engage- 
ments from inquirers. He confirmed 
that they had approached the English 
Institute and The Association of Certi- 
fied Accountants, both of whom had 
approved the scheme; but that in- 
dividual counsellors were careful to 
avoid any semblance of soliciting for 
work. 










The Future of 
Accountancy Education 


{DUBLICATION of the report of 
the Lorg Rarge Enquiry into 
accountancy education and training — 
whose recommendations form the 
subject of this week’s leading article — 
is another notable ‘first’ for its author, 
Professor David Solomons, B.COM., 
D.sC.(ECON.), F.c.A. Formerly Reader 
in Accounting at London University, 
he became the University of Bristol’s 
first Professor of Accounting in 1955. 
In 1959 he left Britain to become 
Professor of Accounting at the 
Wharton School of the University of 
Pennsylvania. He was appointed chair- 
man of the university’s department of 
accounting in 1969, and its first 
Arthur Young Professor of Account- 
ing in 1974. He has also been honoured 
by the American Institute of Certified 
Public Accountants for his book 
Divisional Performance: Measurement 
and Control, published in 1969 — a 
work welcomed by the AICPA as a 
notable contribution to accounting 
literature. 

Among a number of other pro- 
fessional distinctions, Professor 
Solomons was a member of the 
AICPA’s study team on “The estab- 

“lishment of accounting principles’ 
(leading to establishment of the Finan- 
cial Accounting Standards Board in 
1973), and Director of Research for 





the American Accounting Association 
in 1968-70. 

Speaking at last Tuesday’s press 
launch of his report, Professor 
Solomons emphasized the eclectic 
nature of the document. He disclaimed 
credit for anythirg new or novel. 

He had conducted an inquiry, 


Professor David Solomons 


which he had found to be an interest- 
ing, challenging, and highly satisfying 
personal experience. Then he had 
produced a report bringing together 
ideas and proposals githered from 
other professions in Britain, as well 
as from the accounting profession in 
other countries, which he considered 
to be pertinent and of value to the 
development of the accountancy pro- 
fession in the British Isles. 

He did not look for implementation 
of his proposals next week — or next 
year, There would inevitably be 
voices agiinst change, but he was 
confident they would be defeated. 

Mr E. Kenneth We, Chairman 
of the zewly-formed Consultative 
Committee of Accountancy Bodies, 
said the six bodies unanimously wel- 
comed the report. It was a valuable 
and comprehensive document whose 
publication would be remembered as 
a major landmark in the continuing 
process of improvement in the field of 
education and training for the profes- 
sion. It would, of course, take time to 
make a detailed examination of all the 
proposals. But each of the Councils 
had commenced to study the report 
and their reactions would be made 
known later this year. 


Chartered Accountants 
Reciprocal Agreement 


EMBERS of The Institute 

Chartered Accountants in Aus- 
tralia are now eligible for reciprocal 
membership of The Institute of Char- 
tered Accountants in England an 
Wales, subject to the fulfilment of 
certain conditions. 

The Australian Institute is the fi 
overseas body to be recognized fe 
this purpose under clause 12 of th 
English Institute’s Supplemental Roya 
Charter. This clause enables the 
Council to admit overseas accounta 
to membership, provided that their 
qualifications and professional st 
dards are comparable with those of the 
English Institute and that membe 
of the English Institute are offere 
similar reciprocal membership facil 
ties in the country concerned. 

Official comment from the Couns 
has welcomed this reciprocal agre 
ment as ‘a development of the English 
Institute’s long-advocated policy | 
freedom to practise internationally fi 
properly qualified accountants, 
international co-operation through 
association’. 


























































New Register of 
Accounting Research 


VAILABILITY of referen 
material can quickly be asce 
tained, and duplication of effort avoi 
ed, from IRRAF — the Internation 
Register of Research in Account 
and Finance. The first volume of this 
twice-yearly register, published las 
week, contains details of 76 researe 
projects currently being pursued 
Europe, North America and Australia 
Among project titles noticed in this 
first edition are ‘Materiality wi 
respect to financial statemen 
‘Unquoted shares — Valuation an 
associated accounting proble 
‘Shareholder power’; and ‘Larg 
scale investment decision-maki 
Projects are indexed in nine key areas 
as well as by secondary subjects, 
researcher and organization. E 
IRRAF is available on annual 
subscription, price £ 
annum, from Mr I. B. 
sociate Editor), Furness Colleg 
Bailrigg, Lancaster (0524 65201, 
4766). 






ABA in 1973 
[ECINANCES of the Chartered Ac- 
$ countants’ Benevolent Association 
ceived a welcome accretion in 
rength during 1973, with the sale of 
9 acres of agricultural land with 
nning permission for schools and 
dential development. After settle- 
nt of all related costs, this trans- 
on resulted in a surplus of £816,550 
CABA’s accumulated fund; it has 
so contributed very significantly to 
£46,747 short-term interest which 
rmed the principal component of 
_Association’s income for the year. 
other interesting development 
ring the year has been the intro- 
tion of a house annuity scheme, 
der which owners of a freehold 
ise in good repair may sell the 
se to CABA in return for a life 
uity. The arrangement, which 


A Century Ago 
The Accountant 

l January 30, 1875 

rom a leading article 


A legal contemporary, in noticing 
issue, raises again the old cry that 
-countants are infringing the privi- 
es. of solicitors, and gives as an 
tance that our columns are to a 
nsiderable extent filled with reports 
of bankruptcy decisions and of com- 
ents on the points of law raised 
therein. For our own part, we can only 
say, that we have scrupulously sought 
to define the limits that separate the 
o professions. We are, of course, not 
liable in any way for the doings or pre- 
tensions of the so-called accountants, 
ho profess to transact every style of 
usiness from bankruptcy to con- 
ancing,. and from advising on 
simple points of law to carrying 
through a law suit. The men who 
‘ame these announcements are not in 
eality accountants at all. They are 
ere outsiders doing all sorts of work, 
and seeking to obtain credence in their 
fessions of professional knowledge 
by usurping the title of accountants. 
“Captain” is, we all know, a good 
avelling name, and possibly ‘‘ac- 
countant?” may be considered a good 
business name, but it is as absurd to 
‘consider the eminent body of men who 
form the backbone of the profession as 
responsible for the vagaries of their 
lf-styled associates, as it would be to 
consider the whole military service 
isgraced by the acts of a swindler who 
styles himself a captain. 





















































































appears to have features in common 
with ‘Mortgage and Anauity Contracts’ 
published in The Accountant for 
July 27th, 1972, leaves the beneficiary 
in full occupation of the house with 
an annuity related to the cost of living, 
but is actuarially unattractive to free- 
holders under 70 years of age. 

It is important to CABA that the 
annuity and the right of occupation go 
together, and that CABA has vacant 
possession of the property when the 
annuity ceases. For obvious reasons, 
the Association is reluctant to enter 
into such an arrangement without the 
knowledge and consent of near rela- 
tives who might otherwise have ex- 
pectations of inheriting the property. 

Despite a small increase in the 
number of subscribers to CABA in 
1973, the total membership of 5,029 
on December 31st was less than one in 
ten of the Institute’s membership, and 
subscription income for the year 
amounted to no more than 38 pence 
per Institute member. 

The management committee’s re- 
port, excluding the accounts and 
appendices, is reproduced on other 
pages of this issue, 


Materiality in Accounting 


ATERIALITY is one of the 

most frequently used terms in 
accountancy throughout the world; 
yet very little has been published to 
assist accountants in applying the 
underlying concepts to particular situ- 
ations. 

A new study, Materiality in Ac- 
counting, published by the Account- 
ants’ International Study Group, ex- 
amines the concept of materiality, 
the related problem of definition and 
national pronouncements and regu- 
tions in the United Kingdom, 
Canada and the United States. While 
acknowledging that materiality is es- 
sentially a matter of professional 
judgement, the group supports the 
development of quantitative guide- 
lines by the recognized governing 
bodies of the profession. 

Among specific quotations in this 
area are section Vro of the English 
Institute’s Members’ Handbook, The 
Interpretation of ‘Material’ in Relation 
to Accounts (The Accountant, July 
27th, 1968), and the statement in 
SSAP 3, Earnings per Share, that 
‘Dilution amounting to 5 per cent 





or more of the basic earnings per 
share is regarded as material for the 
purpose’. 

Copies of Materiality in Accounting 
are available from Chartered Ac- 
countants’ Hall, Moorgate Place, Lon- 
e EC2R 6EQ, price £1'15, post 
ree. 


‘Destructive’ Effects 
of Inflation 


APID and increasing inflation 

was ‘as destructive and more 
desperate even than a war’, Sir John 
Hall, m.p. (Wycombe, Con.), claimed 
recently. Whereas an outside threat 
tended to create national unity, in- 
flation was productive of national 
disunity. 

Speaking on the committee stage 
of the Finance Bill, Sir John urged 
the need for the Sandilands Committee 
to expedite its proceedings, and to 
produce its report much earlier than 
the two years which had been envis- 
aged. The committee had the previous 
work already carried out by the ac- 
countancy profession to go on; it 
was unlikely that it would produce 
any new factors, or arrive at a 
different conclusion from that of the 
ASSC. i 

‘The situation which now faces 
industry and the country, and the 
fact that the figures of profits and 
taxation are not correct emphasize 
the need for speed’, he said. ‘We are 
deceiving ourselves if we think that 
the tax is as modest as 52 per cent 
[the Budget rate of corporation tax], 
for the true tax on real profits is a 
great deal higher.’ 


Government Charged 
with Complacency 


Ce of complacency were 
levelled at the Government for 
their approach to companies’ liquidity 
problems by Mr W. G. H. Clark, 
F.C.C.A., M.P, a member of the ac- 
countants’ Parliamentary group, in 
last week’s debate on the Finance 
Bill. An increase from 50 to 52 per 
cent in the rate of corporation tax 
was not the whole story. 

Mr Clark reminded the House that 
the increase in corporation tax from 
40 to. 50 per cent under the previous 
Government had: been accompanied 












by introduction of the imputation 
system, under which companies could 
obtain some alleviation of their tax 
burden on dividend distributions. 
However, the Prices and Incomes 
Board had meanwhile intervened to it. 
restrict dividend increases to a maxi- 
mum. of 5 per cent. 

It was extremely important to ap- 
` peciate that, while companies were 
unable to take full advantage of the 
imputation system, the real rate of 
increase was from 40 to 52 per cent — 
‘one of the matters that is affecting 

` investment in industry, and industry’s 
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: mm IS MY LIFE 
Delegation Problems 
KR by An Industrious Accountant 


UR deputy-chairman, in charge of the construction of 
J our new wing, decided to effect economies by arranging 
for the contractors to work on a cost-plus basis. That way, 
he reckoned, ‘he could review separate quotes for such 
sections of the job as painting or electricity supplies, and 
beat his original budget forecast. The result, so far as 
accounts was concerned, was an appallingly increased 
workload. l 
Firstly, we had to prepare incredibly detailed analyses of 
each phase of the job, maintaining multi-coloured ledger 
cards showing separately labour, materials and sub- 
contractors to start. Next we spread indirect costs, pro-rated 
on an involved ‘total budgeted value’. Later he wanted them 
revised to a ‘value of job to date’ basis, simultaneously sub- 
analysing ‘materials’ under several ambiguous headings. 
Guesstimates and approximations began to proliferate. 
One morning our boss asked for broken-down totals of 
section 14/3 to date. I passed the request to Costs, who 
_ subsequently arrived back with a long tabulation. Un- 
fortunately, scrutiny revealed the total as being, surprisingly, 
less than last month’s reported figure. Allocation of ‘share 
of main stairway expense’, for example, had gone haywire. 
Costs muttered some unprintable epithets, and returned 
later with a revised list. This time, the item for ‘backcharge, 
own engineering section’s direct costs’ just didn’t make 
sense. Breathing deeply myself, conscious that our director 
might break in demanding his data any moment, I told 
Costs’ assistant to bring in the ledger card. 
` ` He arrived, scowling. Examination of the card showed he 
had grounds for his unease. There were two entries without 
original reference codings, one handwritten adjustment, and 
the supporting sub-account cards weren’t reconciled. 





liquidity’. Further, with tax at a rate 
of more than 50 pence in the £, 
there was a temptation to say, ‘All 
right, we shall incur this cost. After 
all, the Revenue is paying most of 


Stock Exchange 

Schools Finance Game 
HITGIFT SCHOOL ‘C’ team 
emerged as clear winners of 


the 1974 Stock Exchange Finance 
Game for schools (The Accountant, 


April 11th), over teams from R 
School, Cobham, and Woking Ci 
Grammar School, who were place 
second and third respectiv 
Whitgift who increased their notion 
stake of £25,000 to £46,451 during t 
dealing period of the game, alsc 
scored well in written answers to. 
series of questions on investme 
practice forming the second stage. 

The winners visited the Exch 
on May 22nd, when they receiv 
their prizes from the Chairman, N 
G. A. Loveday, and were entert.in 
to lunch. S 











































He had a tale of the engineer changing the code num! 
retrospectively, of ‘suspense’ items re-allocated, and of 
deputy’s unfamiliarity with the job during holiday absen 
As Costs remained stonily silent, I gave his assistant son 
careful advice on restructuring the entries and bade 
get into action quick. 

When he’d gone Costs protested violently. It was al 
wrong to bring in his assistant, let alone the so-and- 
ledger card, he stormed; the proper course was to let Co 
investigate the discrepancy on his own and report accor 
ingly; it was aspersing his status to tick off his junior 
his presence. If our official policy of delegation mea 
anything, the lines of authority mustn’t be crossed. 

We had it hot and heavy. I told him be d obviously o 
delegated if the result was inefficiency, and that commu 
cations in his section had broken down badly. He blame 
his assistant and I blamed him . . . at which point 
deputy-c came in and blasted me for the department’ 
inability to provide the information. 

Relationships have been just hopeless ever since. 





























EW legislation, higher standards 
and changes in the climate of public 
pinion have combined in recent years 
o create additional difficulties for audi- 
. A course at Chartered Account- 
ots’. Hall on May 22nd set out to 
dentify some of the problem areas, and 
o assist members of the profession 
owards practical solutions. 


elivering the first paper on the subject 
f ‘Goodwill’, the course director, Mr 
atthew L. Patient, F.c.a., described 
as an attempt to put matters that were 
essentially of judgement and opinion into 
e straitjacket of historical accounting 
onvention. Either the convention must 
ange, he suggested, or decisions would 
ve to be taken to deal with goodwill 
an arbitrary basis. 

. The basic element of goodwill was the 
combination of intangible factors to 
nerate additional earnings. An Ameri- 
n research study had concluded, among 
her things, that goodwill had no reliable 
predictable relationship to the costs 
hich had been incurred in its creation, 
nd that the individual intangibles con- 
ributing to goodwill could not be valued. 
podwill, it appeared, was incapable of 
antification at any point in time. 


d 


appears to share their anxiety 


Audit Problem Areas 





The ‘partners’ of Group A discuss the audit report of a client company whose iaternal controls 
have been found ‘seriously deficient’. The lecturer, Mr lan Macfarlane, F.C.A. (standing), 


Guidance for the Accountant 


Apart from the inclusion of goodwill 
on the ASSC’s agenda, the profession 
appeared to have had no official guid- 
ance in the UK since the issue of 
Institute Recommendation Ng in 1945. 
He condemned as ‘woolly’ the American 
Accounting Principles Board’s view that 
goodwill should be written off, over 
not more than 40 years, by ‘determining 
pertinent factors’, Further, to write off 
purchased goodwill meant losing sight 
of the responsibility of management to 
justify the money paid fer it. 

In the absence of either ground rules 
or guidance, the profession was not 
speaking with one voice on the subject. 
Mr Patient suggested that, in cases of 
purchased goodwill, the basis of cost, 
the value of tangible assets acquired, 
and the amounts written off should all 
be disclosed; he did not recommend 
this as an ideal solution, but thought 
it would at least avoid perpetuating the 
present nonsense of allowing some 
three dozen possible combinations of 
description, disclosure and positioning. 

The next speaker, Mr Ian Macfarlane, 
F.C.A., said that the auditor, as an expert 
in his own field, was failing in his job 
if he did not, or could not, communicate 
with non-experts. Qualification of the 
audit report was ‘our big opportunity 






of communicating with the shareholders’. 
He reminded his audience that the 
document, as an expression of opinion, 
was a report and not ~ as one still some- 
times heard — a ‘certificate’; further, that 
the report, qualified or not, was mean- 
ingful only in the context of the presen- 
tation of the annual accounts as a whole. 


Dodging the issue 


He quoted instances of ‘qualifications’ 
which were insufficiently precise, sug- 
gesting that the auditor had dodged the 
real issue. Further, it was possible for 
the ‘Subject to the foregoing . . / 
formula actively to mislead share- 
holders; it might be doubted whether 
the accounts did in fact present a true 
and fair view if the auditor had ex- 
pressed material reservations about a 
substantial part of the company’s assets 
or activities. 

Audit qualifications, to be meaningful, 
must be informative, explicit and con- 
cise. It should not be necessary for other 
persons to seek to interpret or unravel 
the auditor’s meaning. 

Following this paper, members of the 
course were invited to put themselves 
in the position of partners, drafting the 
audit report of a client company which 
had suffered serious deficiencies in its 
internal controls and was facing a severe 
crisis of liquidity. 


Prices and profits 


A topical note was introduced with Mr 
Dominic P. Morland’s paper on auditors’ 
responsibilities under the counter-in- 
flation legislation. It was suggested 
afterwards that this subject seemed to 
provoke members’ worst instincts; cer- 
tainly the comments made by some 
groups, not entirely seriously, bordered 
on the devious and optimistic! 

Mr Morland began by emphasizing 
that his paper was not to be regarded 
as a complete guide to the legislation 
for dealing with specific client prob- 
lems; the legislation was growing more 
and more complex every day, and further 
changes were in the pipeline. It was also 
important to realize, he said, that non- 
compliance with the Prices and Pay 
Code was not in itself a punishable 
offence. The risk of substantial penalties 
arose only where a company had dis- 
regarded a specific order to desist from 
its course of action ~ a fairly rare 
occurrence. 

In this matter, as in others, the primary 
responsibility to present true and fair 
accounts rested with the directors; 
there was the practical drawback, in 
many cases, that to disclose the full 
facts in published accounts might make 
the imposition of penalties more likely. 
The auditor’s duty was to ascertain 



















































the facts, and then to form an opinion 
as to whether the accounts properly 
reflected those facts. As with any ac- 
“counting matter, materiality was im- 
portant; it was possible to waste a lot of 
time on adjustments for immaterial 
amounts. 


Exchange rates 


After lunch, Mr Patient returned to the 
rostrum to speak on the question of 
exchange rates - a subject which had 
gained an enormously increased signi- 
ficance since 1970 with the ‘floating’ of 
several major currencies. 

For consolidation purposes, he saw 
the practical alternatives as the current 
or the historic rate of exchange. The latter 
method (including an average rate for 
profit and loss items, and current rate 
for current assets and liabilities) was 
used by some UK groups, but it 
involved a greater accounting effort 
for doubtful practical advantages; use 
of an average rate might be no more 
accurate than the current rate. 

Official pronouncements had left a 
choice of alternatives for the accounting 
treatment of exchange adjustments, and 
the recent SSAP 6 (The Accountant, 
May 2nd) in his view begged the 
question. Prior to SSAP 6, the English 
Institute’s Recommendation N25 of 1968 
had allowed material amounts ‘if not 
of a revenue nature’ to be dealt with 
by direct transfer to or from reserves. 
A Scottish Institute research study in 
1970 had envisaged circumstances in 
which to enter exchange adjustments 
in the profit and loss account, even as 
an exceptional item, would not neces- 
sarily provide a true and fair view. 

Mr Patient’s own suggested solution 
was that adjustments should be dealt 
with, in the company’s own books, 
through the profit and loss account, and 
on consolidation of companies through 
an equalization account. 


Reports of other auditors 


Mr Richard Hartshorn, A.C.A., spoke 
on ‘Reliance on the reports of other 
auditors’, drawing members’ attention 
to counsel’s opinion that, for the pur- 
poses of group accounts, the holding 
company’s auditors must take responsi- 
bility for the underlying balance sheets 
and profit and loss accounts of sub- 
sidiaries. The same rule would apply, he 
suggested, to the accounts of associated 
‘companies for the purpose of SSAP 1. 
Reliance on other auditors might be 
acceptable in the case of ‘insignificant’ 
companies; in other cases, the principal 
auditor would have to consider such 
alternatives as asking the subsidiary 








Members of the directing staff take a sec 


ond look at one of the suggested answers. Standing, 
left to right: Messrs M. L. Patient, F.C.A. (course director), lan Macfarlane, F.C.A., and WG K 
Carter, F.C.A.; (seated) Messrs R. G. Hartshorn, A.C.A., and D. P. Morland, MA. A.C.A. ; 
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auditors to complete a questionnaire; 
contact between the two firms at partner 
level; or a discussion and review of the 
subsidiary auditors’ working papers. 
While the principal auditor might have 
no statutory sanctions in relation to 
associated, as opposed to subsidiary, 
companies, Mr Hartshorn recalled that 
the definition of an associated company 
included an element of effective partici- 
pation in management, 

Use of the general qualification “The 
accounts of some companies have been 
audited by other firms...’ was mean- 
ingless, and invited further questions. 
The UK profession seemed to be falling 
between two stools in its approach to 
this problem; accountants needed to 
decide whether the approach of prin- 
cipal auditors to material subsidiaries 
audited by other firms needed to be 
strengthened, and if so, what the 
standard practice should be. 

‘The final paper, by Mr W. G. K. 
Carter, F.c.A., dealt with the thorny 
area of ‘directors’ other interests’. While 
he was careful to make clear that 
transactions between a company and the 
private interests of one of its directors 
were not necessarily detrimental to the 
company, a conflict of interests often 
arose. 

Direct interests in the company’s 
capital, or remuneration for manage- 
ment services, seldom presented signi- 
ficant audit problems. He included as 


an appendix to his paper a list. 
matters which might be the subject 
an auditor’s examination in searchi 
for undisclosed interests ~ for example 
the guarantee of another company’ 
overdraft; existence of unusually favour 
able trading terms; employees retaine 
on the payroll but engaged upon non- 
company activities; or payments not 
supported by proper vouchers. 


Stock Exchange example 
The present Stock Exchange listin; 
agreement was more exacting in i 
implications than the specific require 
ments of the Companies Act 1967, an 
the English Institute had recommended 
that unquoted companies should follow 
the same practice. i i 

Non-disclosure of interests, Mr Cart 
implied, might sometimes be a matter 
as much of ignorance as of deliberat 
intention. It was important that directors 
should be made aware of _ their 
responsibilities and obligations in this 
area. e 

Auditors would be well advised to en- 
courage their clients to lay down form 
policies and procedures for this purpose; 
further, they should give careful consid- 
eration to their own responsibilities 
when companies owned or substantially 
controlled by directors of their own 
client company were audited by other 
firms. 
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upplementa enues. 


"HE pattern of any new structure of local government 
ance obviously depends upon the objectives which 
he reform is designed to achieve. There seem to be three 
najor needs. 
_ First, there is the need to restrain the growth in local 
‘spending. This can be done in two ways: by removing 
ertain increasirgly expensive services from the local 
uthorities; and by designing the financial structure so 
hat increases in local expenditure other than those 
ttributable to national as distinct from local policy, e.g. 
ner school-leaving age, will fall entirely on the politi- 
ally sensitive section, i.e., the domestic ratepayer. 
Secondly, there is the need to bring the householder’s 
ontribution to local spending more in line with his real 
esources, e.g., income, and to reduce the regional dis- 
arities between domestic ratepayers which are so 
haracteristic of the existing system. 
Thirdly, the grant payments should be concentrated 
those areas which have the greatest need and those 
ayments should be abated in respect of any resources 
hich can be drawn upon for local purposes, e.g., in- 
strial and commercial property and above-average 
ersonal incomes. 


entral government control 


t should be added that, for economic reasons, any 
stem must ensure that central government has effective 
ontrol of local authority spending. It is against such 
considerations that the following suggestions are made. 
The immediate and primary need is to keep the increase 
n the annual rate demand down to the average increase 
personal incomes. Since local expenditure is likely to 
row faster than this, the rate revenues will have to be 
creasingly supplemented. 
Two methods exist to this end: the first gives local 
authorities power to levy additional taxes. This, as the Green 
Paper and Mr Luckhurst’s article demonstrated, is im- 
possible. It is inconceivable that differential local rates 
of, say, a local income tax, payroll tax, or VAT, could be 
tolerated; once this self-evident truth is accepted and 
complete. control of any such revenue supplement by 
central government is recognized, then it must be conceded 


arious proposals have been put forward in recent years to strengthen local 
uthority finances. Some of them were outlined in The Accountant of April 
‘Luckhurst, Borough Treasurer of Southend-on-Sea; but, as 
e implied, all have been virtually rejected in the 1973 Green Paper. 


fessor llersic, however, there is need for a more 
fundamental reform of local government finance than the provision of some 

































that comparable financial assistance could be provided 
equally well by larger grant payments. 

The second approach to the problem is to recognize 
that certain elements in the expenditure of local 
authorities are completely outside their control and 
should be met directly from the Exchequer. The obvious 
item in this context is teachers’ salaries, which are 
nationally negotiated; and, because staffing is largely 
dictated from the centre, local authorities have little dis- 
cretion in this expenditure. An even stronger case exists 
for pursuing the same policy with police force costs. 

‘To remove the need for financing out of local resources 
a large proportion of two major items of expenditure, 
over which local authorities have little control, would not 
by itself resolve the problem. It would, however, reduce 
the demands on the ratepayer, leaving the taxpayer to pick 
up the bill. Since the distribution of the tax burden im- 
posed by central government, by general consent, is more 
equitable than that imposed by the local rate, this chang: 
would be desirable on fiscal grounds. 


Dominant question 


The ultimate and dominant question — the size of the 
Exchequer contribution to local expenditure apart — is 
how the grant should be distributed between the various 
authorities. The criteria are self-evident; grant payable 
to any local authority should depend on the balance between 
its needs and its resources, i.e., its capacity to meet its own 
needs. 

It is unfortunate that such unexceptionable principles 
should be so difficult to implement. Given the considerable 
diversity of character in respect both of needs and resources 
between the various authorities, it is admittedly difficult 
to devise quantitative criteria which could fix the ap- 
propriate amount of grant. Expenditure is not a good guide 
to need, and there is every reason for eliminating 
expenditure as a determinant of the grant payable to 
individual authorities. 

Under the existing system, the ‘needs element’ is based 
upon a fixed unit payment in respect of a number 
of factors, such as population size, the number of 
schoolchildren, or density of population within the area. 
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What's a big insurance company like us i 
doing in a place like this? 


We're carrying out an engineering inspection. 

In fact, it’s just one of thousands that the nationwide 
team of skilled engineers from GRE's Engineering 
Inspection Service carry out every year. 

Each engineer is a specialist in a particular type of 
plant. And he has the most modern test equipment at his 
disposal. So we can move quickly when it comes to 
helping you meet statutory regulations. 

And although you're obviously interested in safety, 
youre also no doubt interested in keeping your plant 
running profitably. (You won't need reminding how a 
crane breakdown can cripple a building site. Or how a 
boiler failure can halt a factory.) 

So you'll be glad to know that our engineers 








consider it part of their job to spot likely trouble areas 
and tell you what to put right. Before it goes wrong. 

If you'd like to know more, ask your broker or local 
GRE branch. Give us a thorough inspection, Then, 
perhaps, we can do the same for you. 


GRE Engineering Dept: Civic Drive, Ipswich, Suffolk. 


Guardian 
Royal Exchange 
Assurance 


A good name to trust your inspections to, 















| One-day conference 
| ECONOMICS OF QUALITY 
-> for senior management 


To be held on Tuesday, June 18th, 1974, 
‘at the Grosvenor House Hotel, Sheffield. 


For 100 years we have 
published books for the 
accountancy profession, 
especially textbooks for 
students. 
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ACCOUNTANCY AND 
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Organised by the Polytechnics of Leeds, 
. Sheffield and Huddersfield. 


CONFERENCE FEE £18 


‘The main concern of the conference is with 
` profit-motivation and quality improvement. 













Distributors for publications of 
THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 
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For further details please contact: 


The Industrial Liaison Centre 
The Polytechnic 
Huddersfield HD1 3DH 


Telephone 0484 30501 Ext. 59. 















THE CITY LIBRARY 
GEE & CO (PUBLISHERS) LIMITED ` 
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PDSA-a cause near 
tothe hearts of many 


and some dont even know it 


The People’s Dispensary for Sick financial support would no doubt 
Animals was established in 1917 and wish to be reminded how this may 
is the only Society founded continue after their death.) 
exclusively to provide free treatment We will gladly send you further ` 
for the sick and injured animals of information about the work of the 
those unable to afford private PDSA and matters concerning 
“veterinary fees. its permanent donations, bequests, legacies and 


treatment centres and mobile units covenants. 

handie nearly a million cases a year Please contact: The Hon. Treasurer, 

in England, Scotland, and Wales People's Dispensary for Sick Animals, 
alone. PDSA House, South Street, Dorking, 
To continue its extensive veterinary Surrey RH4 2.8. 

and educational work the Society 
needs funds. itis work that many of 
your clients would support in their 
hearts. Some may wish te take the 
opportunity of endorsing this moral 
support with a charitable bequest in 
heir will. (Others who already give 





caring tor the friends ofman 
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The fixed sums payable in respect of these units are 
determined by reference to national average rates: of 
expenditure on specific services. This basis may not. be 
wholly satisfactory, but it is certainly the most practicable. 

The difficulty is to determine the ‘unit’ cost for popula- 
tion, schoolchildren or the aged, etc., which is appropriate 
to all authorities. It is not quite so difficult to decide 
what other factors should be introduced to ensure that the 
diverse needs of all the different authorities are met. 

It is clear that the adjustment for sparsity in the needs 
element of the rate support grant (RSG) was until recently 


_ designed to help, at most, a handful of rural. areas only. 


It is especially difficult to assess the case for introducing 


factors into the grant formula which are specific to a few 


authorities rather than those which apply to all. Once 
account is.taken of particular characteristics, it is difficult 
to know when to stop. On balance, however, -an 
enlarged needs element, with increased unit allowances, 
should form the basic grant to each authority to cover 
completely its necessary ag 


H 


Support grant defect 


The main defect of the RSG is to be found in the resources 
element which now accounts for about one-quarter of the 
total grant. It can be claimed with some confidence that, 
while the uniformity of valuations for rating purposes is 
reasonably high in respect of industrial and commercial 
properties, one would need to look far to find a pro- 
fessional valuer who asserted. that the same was true of 
domestic valuations. 

Quite apart from the fact that SEI values are ex- 
tremely unsatisfactory indicators of local resources, there 


is a world of difference from the local authority's point of 
- view in having a preponderance 


of non-domestic 
rateable value, as against domestic rateable value. The 


~ capacity of the former to pay is considerably higher, and too 


little attention has been paid to considering the most 


. effective form of exploiting non-domestic rateable value. 


The present system does this in two ways, but neither 
is satisfactory. First, it values non-domestic property: 
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offer. some. relief to, the householder, as. well as; s being wore 
equitable. 

The requirements of each authority can largely be detit- 
mined on the basis of some variant of the existing -needs 
element. Additional factors might be introduced; for 
example, some indicator. of the need for urban renewal 
in the older cities and specific - housing needs in terms of l 
a factor for housing conditions. The payment per unit in 
respect of all the factors covered. by the needs element 
could be increased, so that the total needs would reflect. the 
total ‘necessary’ expénditure of all authorities per annum. 

Against the total necessary expenditure for each authority 
would be set, first, the yield from an agreed national rate 
poundage on all non-domestic rateable value, In other 


‘words, such. rateable value would be regarded*as part.of 
éach authority’s, resources but the poundage ‘would be 


outside its control. The rate poundage. could be related to 
current levels, plus any surcharge which it was felt could 
fairly be imposed. The poundage should be reviewed 
each year. 

The main problem is how the domestic ratepayer can be 
assessed equitably in respect of his contribution to local 
spending. As local expenditure rises, it is increasingly 
unsatisfactory to impose what is at best a proportionate tax 
on all householders - solely by reference to the accom- 
modation occupied. The local rate’ cannot be dispensed 
with, but a significant part of the householder’s contri- 
bution can and should be levied differently, preterably 
on some more equitable basis. 

The obvious solution is for the Inland Revenue to collect 
a surcharge from all taxpayers, which could then be 
transferred as grant, to the authorities in which the 
householders reside. The allocation problem posed by the 
fact that residence and place of work may be different 
does not matter, for reasons which will emerge below. 
Each authority could then levy a rate on all domestic 
property within its area, the rate poundage being pre ` 


‘determined on a national basis but significantly, below the 


poundage applicable to non-domestic rateable values. - , 


Three elements 


Don > 


of the case. 


«Revival of local demata 


Thé ‘local’. elections. might . then - Je, | to attract 


renewed interest, and we’ might: see. a revival’ of local 
democracy compared with the ` present: party :caucuses. 
This will also exert some control. on the rate of increase 
‘in local spending, since the disparity” between high and 
low spendirg authorities will’ be very ‘evident by the 
amount of ‘excess’ domestic rate charged. Such limitation 
‘on a local council’s propensity to. spend will also be 
“welcomed by the Treasury: - 

Such a scheme, it is ER ‘would meet the 
objectives of ang ` financial reform. It is unlikely to 
“appeal to many councillors who will dislike intensely the 
‘constraints imposed upon spending. On the other hand, 
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«local activities, the electorate could then assess the merits if local spending continues to grow at the rate of the past 


“decade, local govérnment will cease to have even such 


- limited future as this scheme of reform offers; since any 


further increase in the present ‘grant expenditure ratio 
must lead to a substantial tightening-up of Treasury 
control. 

The problems of practicability and even conception, 
e.g. ‘necessary’ expenditure, are real enough; but they are 
not insuperable. Critics must judge such far-reaching 
changes. not against the perfect system of independent 
local grvernment which we would all like to see, but 
against the realities of the present situation. 

There would be no difficulty in visualizing a range of 
alternatizes‘to:the-proposals here presented. The proposals 
do, however, have some merit in that. they retain the 
well-uncerstood needs element, together with the essence 
of the rating system. 


Management Accountancy ` 


Techniques- 


Their Potential for the Construction Industry ` 


‘by J. B: GOODLAD, M.Sc., AC.M:A., A.M.B.1LM. 


OSSIBLE development of the various management 
aċcountancy techniques should be considered against 
‘the existing economic background. It is widely recognized 
that, in assessing a company’s strategy for the 1970s, 
liquidity must be considered as being as important as 
profitability. This comment is extremely relevant to the 
‘construction industry -and it may be argued that any 
‘technique which aids, e.g., cash control, should be seriously 
‘considered as a potential aid in the area of financial control 
‘and management. 
` There are several such techniques which can be devel- 
-oped and modified to a greater extent in the construction 
‘industry; also, an improvement in information flow would 
‘obviously be welcomed by the various levels of manage- 
-ment. Larger companies make use of those techniques 
which aid their management in the areas of problem- 
‘solving, and planning and control; many of the techniques 
are also used by the medium-sized firms, but their develop- 
‘ment is not as extensive. Limited utilization is the order of 
: the day in the smaller company. 
Although it would not bestrictly correct to frites success 


` with the extensive use of the many- techniques used: by the- ° 


management accountant (in his attempt to fulfil the needs of 
‘the construction management team) it may be considered 


‘The author is lecturer in finance and management accountancy at 
“Loughborough University of Technology. He is also author of Accounting 

for Construction Management: An Introduction, to be published shortly 
by Heinemann. ; 


- significant in so far as such utilization is likely to reflect an 


awareness and application of such good management 
practices as forward planning, staff “development, good 
communications. It ‘is suggested that there is scope for 
specific development in several -areas. 

Interne] audit, for instance, could become more closely 
„associated with an ‘organization and methods’ approach, 
envisaginz a ‘management audit’ which has a wide coverage 
and which encompasses each contract within a ‘corporate 
view’. Accepting this precept, the internal auditor ‘would 
have to-be more of a technical man than is usually the case, 
because ke would be required to study the resources being 
deployéd on each contract; however, it may be argued that 
this function is one of the many already being covered by 
the quantity surveyor. 


Budgetary control ` 
In another sphere — application of a contribution — marginal 
„costs factor to the actual or budgeted site costs of a contract 
‘could obviate the need for actual (short-term) interim 
‘valuations. and simplify the completion of an interim 
certificate by the quantity surveyor. A modification of break- 
even analysis might also operate in the consideration of 
projects using alternative materials/structures with varying 
degrees of necessary maintenance. 
‘Although there would seem to be less opportunity for the 
devélopmznt of long-term planning — for, say, three years 


THE 
May 30th, 1974 


ahead — it is suggested that firms should become more 


marketing-orientated ; statistical analyses should be under- 
taken and the creation of econometric models considered. - 


Budgetary control is seen as a vital aid in the sphere of cash 
control, and standard costing could be developed as a 
natural extension of the ‘operational’ bill of quantities, in 
order to facilitate site control. In the architectural sphere, 
various methods of capital expenditure project assessment 
could be used to compare the costs of various types of design 
and resultant construction. 

Development of internal ratio analysis might possibly 
encourage the construction industry to become more 
profit-orientated, rather than volume-orientated. Lastly, the 
creation of a simple pyramid of ratios within the framework 
of the technique of interfirm comparison would facilitate 
the exchange of information and thereby obviate the insular 
attitude of some members of higher management in the 
construction industry. 


Responsibility for development 


Management responsibility for utilization of such tech- 
niques, and thus for increased efficiency within the in- 
dustry, is obviously a corporate one. Nevertheless, it is 
appreciated that the initiative for such development 
ultimately lies with the individual accountant. 

It is suggested that every board of directors should in- 
clude one member ~ not necessarily a qualified accountant — 
who fully appreciates the principles of those. various 
techniques associated with management accountancy, and 
which when applied will help to fulfil the accounting infor- 
mation needs of construction management at all levels. The 
quantity surveyor traditionally fulfils this role. A sound 
philosophy should be evolved by the directorate which allows 
for an extensive degree of decentralization and responsibili- 
ty, within the framework of corporate policies. 

Directors and general management should encourage a 
regular interface between the accounting staff and site 
management, including foremen; accountants and their 


staff should have access to sites and should be urged 


occasionally to visit those contracts which are their particular 
concern, 


Financial implications 


Site managers, foremen and estimators should be made to 
feel involved in the financial implications of contract work 
and a good feedback system is essential if they are to parti- 
cipate in the growth of their company more fully. Although 
in the short-term situation site management and estimators 
may not be able to influence extensively the contracts on 
hand, feedback of accounting information will help to 
quantify their present experience and therefore could make 
a more positive contribution towards the creation of more 
realistic tenders for future contracts, together with an im- 
provement of the performance thereon. 

Accounting information, if properly disseminated, can 
instil loyalty ; the recipient is more likely to understand and 
appreciate his contribution to the total effort, and higher 
management should fully acknowledge that the resultant 
co-operation is vital in construction work which relies so 
much upon a favourable site environment. It is also suggest- 
ed that the well-informed supervisor is more likely to make 
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a better job at communicating results to the labour force 
than the: supervisor who is either ill-informed or dis- 
interested. 

D has been said‘ that the’ quality of management is 
fundamental to the growth of CH In this process 
two of the. major factors- are: 


(a) the introduction of modern management techniques, 
and 


(b) the systematic development . of junior and middle 
managers. 


Education in the techniques of management accountancy 
should be included in this development of managers, and 
firms in the industry should consider utilizing the facilities 
offered by the various professional institutes, universities 
and the Construction Industry Training Board. In addition 
firms may. wish to organize internal courses, which have 
the added advantage of bringing together different manage- 
ment disciplines from their own organizations — something 
that possibly does not happen as frequently as it should! 

Further, the status and significance of the site manager 
should be reappraised and much more attention should be 
given to his training and development. These men, in the 
words of the Banwell report on The Placing and Manage- 
ment of Contracts (HMSO, 1964), ‘are not simply tech- 
nicians for whom a craft and technical training alone is 
sufficient; they are men of whom competence is required 
also as managers and organizers’. e Ae 


Research and consultancy 


Another way in which the industry may encourage the 
development of management accountancy techniques is in 
the employment of academic consultants and also in, the 
initiation of joint research between industrial staff and the 
staff of nearby educational establishments. 

Finally, the higħer management of companies in the- con 
struction industry should attempt to evolve a self-perpetuat, 
ing system of management.based upon the efficient utiliza». 
tion of scientific knowledge, in order to attract the right 
calibre of accountant. It must provide a challenging oppor- 
tunity within a profit-orientated management team, for it 
is well-known that the image of the industry tends to 
militate against the recruitment of high calibre executives, 
managers and accountants. _ 

It would be wrong to conclude. by saying -that higher 
management througout the construction industry is 
unaware of the potential of management accountancy; in 
fact the Banwell report did observe that ‘the prevailing 
impression gained is of an industry the progressive members 
of which are lively and full of new ideas, willing.to experi- 
ment and not afraid to change their practices and pro- 
cedures’. 

Bearing in mind the magnitude of the industry, it is 
hoped that more and more members of higier manage- 
ment will become aware that the increased utilization, 
development and modification of those techniques asso- 
ciated with management accountancy could make a vital 
contribution towards an improvement in the efficiency of 
the SC and: therefore in the economy of the United 
Kingdom... . 
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Are Books ‘Plant’? 


Capital Allowances for Professional Libraries 


‘by D.H. GUNSON, A.C.A., A.T.LL 


NE of the most disagreeable of all tax cases is that of 
Daphne o, Shaw (11 TC 256), quoted as authority 
for the disallowance of any tax relief on the initial cost of 


building up a library of-technical books to assist in one’s: 


occupation. The nucleus of the library is clearly capital 
expenditure,’ so that the only hope for tax relief must lie in 
| capital allowances. Having reached this point, the taxpayer 


is faced with two alternatives: scientific research allowances R 


or allowances in respect of plant and machinery. 


It may be possible in certain instances for a taxpayer to’. 


claim scientific research allowances in respect of books. But 


in the vast majority of cases, including lawyers and account- ` 
ants, the taxpayer can only obtain capital allowances if he. 


oan show that the SC are ‘plant’. 


bee naar s ; logic” 

To the layman, it would no doubt seem little short óf 
ludicrous to describe books as plant. But a layman might 
also find it hard to believe that the Courts could ever have 
decided that ‘plant’ included a dry dock (Barclay Curle 
&'Co Lid v. CIR (48 ATC 17; 45 TC 221)), moveable 
office partitions (Farrold v. John Good. & Sons Ltd (41 ATC 
- 335; 40 TC 68)) and, in certain circumstances, a carthorse 
(Yarmouth v. France (19 QBD 647; 4 TLR 1)). Yet, 
ironically, it was largely on the layman's view that Rowlatt, 
J, based his decision in Daphne v. Shaw. He said that plant 
and‘machinery means ‘apparatus, alive or dead, stationary 


or moveable, to achieve the aperations which a person - 


wants to achieve in his vocation’. So far, so good. One 
might be forgiven for thinking the taxpayer was home and 
dry SÉ 


the books which [the person] consults, on his shelves, and’ 


which he does not use as “implements”, really, in thé direct - 


sense of the word, at all, I cannot believe are included in 


[the definition]. I do not think you can extend the meaning ` 


of the word beyond what, I am sure ninety-nine people out 


of a hundred would'agree were its limits before, that is to say . 


limits which excluded from the category books which a man 
consults for the purpose of information.’ This was apparently 


sufficient to enable Rowlatt, J, to decide against the tax- 


ayer. 
i iri is important to bear i in mind that this case was decided 
as long ago as,1926, and did not go beyond the High- Court. 
Since then, there has been a considerable body of case law 
on the meaning of plant and machinery, and the Courts may 
, . now be ina position to define those words more accurately. 
: Two recent cases are particularly helpful. In the Barclay 
` Gank, case (above), decided in 1969, the House of Lords 
held that a dry-dock was plant. Lord Reid said: ‘The whole 


Unfortunately, Rowlatt, J, then proceeded to say: ‘But. 


dockis-I think the means by which, or plant with which, the - 
respcndent’s operations are performed’. This represents a 


.Signiicant widening of the definition of plant compared 
with Dld cases and, in fact, in this case the Lords overruled . 


Margrett v. Lowestoft- Water & Gas Co (14 ATC 237; 19 TC 
481). In that case, which was decided in 1935, it had been 
held hat a water tower was not plant. 

Tk= second case of importance is MacVeigh v. Arthur 
Sand-rson & Sons Ltd (47 ATC%478; 45 TC 273), which wan: 
decid=d in the High Court in 1968. Cross, J, referring to 
the fect that the Crown were relying on Daphne v. Shaw 


‘in support of their contention that designs purchased by a 


wallpaper manufacturing company were not plant,.said: 


‘KE I thought that I was free to do so, I am not sure that I 
would accept the limitation which the Crown’s argument im- 
pos--s on the meaning of “plant”. If a barrister has to buy a 
new edition of a textbook in order to help him to write his ` 
opirions, I cannot see as a matter of principle why the book 

- shocld not be regarded as a tool of his trade, just as much as 
the ypewriter on which his opinion was typed. : 


The case. was decided in favour. of the taxpayer, but for 


_other -easons. It did not go to a higher court. 


Broacer view 


Clearlz the Courts are now inclined to'a more Gerti 
view ia this type of case than in 1926 when Daphne v. Shaw - 
was foaght. There seem to be good grounds for the taxpayer 
being >repared to go, if necessary, to the House of Lords 
in order to have Daphne o. Shaw reversed. Now that first- 
year a.lowances are given on plant and machinery at 100 
der cent, if it can be established that the nucleus of a library 
constitites plant, this would naturally be as good as ob- 
taining full deductibility in. respect. of the expenditure. 
Mary newly established professional practices are badly 


‘affected by Daphne v. Shaw, as they will be building up ` 


libraries of their own. It is possible even for the case to 
affect bng-established firms since the Revenue, as matters 
stand, would probably be justified in saying that (for 
examp-z) all expenditure on the: recent works on value 
added ax is capital, and therefore no tax relief is available. 
In the -najority of such cases, the Revenue probably do.not ` 
bother to take this point, but it is obviously, to a large 


- extent, a matter of degree. 


Althaugh at present the Revenue do not allow any relief 
for the costs of establishing a library, they do in fact accept 
the coss of maintaining a library as an allowable revenue 


. expenss, They generally allow subscriptions to law reports 


and prcfessional magazines, as well as the costs of replacing 
cld edidons with new editions and expenditure on replacing 


-cut-of-late books with-new volumes. _- Sit oe 
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International Debate 


Principles and Problems 
in Consolidation 


This second summary of study group comment from the Tenth International 
Congress of Accountants, by courtesy of the Australian Accounting Research 
Foundation, is based on the international paper by Mr D. D. Rae Smith (UK), 





summarized in The Accountant of October 26th, 1972, 


Ya criteria for determining when consolidation is appro- 
priate embrace varying measurements of control and influence, 
or legal ownership and direction of management. Such variation 
can result in duplication by including one company in more than 
one consolidation. Can such duplication be justified either commer- 
ctally or economically? 

. There was a fundamental problem of definition in analysing 
the answers to this question. The term ‘consolidation’ was used 
by some to include only the conventional consolidation of 50 per 


cent owned subsidiaries. It was evident, however, that other ` 


groups intended the term to be extended to cover the use of 
equity accounting. For example, one group referred to ‘the 
various levels of consolidation including joint ventures and 
equity accounting’. 

Ignoring for the moment this problem. of terminology, half 
the groups replying saw no problem in the possible duplication 
mentioned in the „question. ‘We see no objection to a company 
being embodied in more than one consolidation provided the 
minority interests are correctly allocated.’ A number of these 

“groups added that such duplications of consolidation would be 
relatively rare occurrences. 

The other half indicated that duplication should not occur. 
The following extracts are typical of the reasons given: 

‘The essence of consolidation is control. The possibility of 
duplication of consolidation was difficult to envisage. When two 
companies, for example, own 50 per cent of another company, 
then a case of equity accounting exists. It was felt that con- 
solidation in these circumstances was not justified.’ 

‘Duplication cannot be justified commercially or economic- 
ally. A company should only consolidate if it exercises de facto 
control; a majority of the equity is also desirable but not essen- 
tial. It becomes a matter of judgement as to the point at which 
the consolidation ceases and equity accounting is used.’ 


. Thus, the groups appeared to be equally divided between 
support and rejection of the possibility of duplication. When 
the terminology problem is considered, however, the balance 
would definitely swing towards those who rejected the concept. 
‘The following extract, although offering no objection to duplica- 
tion, clearly indicates that the group would not allow a company 
to be consolidated by two ‘parent’ companies: 

_ ‘Duplication of investments in the consolidation of more than 
one group was a fact of life and did not really matter — however, 
it was noted that this would only be duplicated under the 
equity method.’ 

‘Duplication arising from the inclusion of the accounts of a 
company in more than one consolidation cannot be justified 
either commercially or economically. It was noted that SEC 

` regulations in USA, did not permit consolidation where de 

facto control only applied.’ 


"The first article in this series appeared in last week’s issue. 


The majority of opinion seemed to support the observation by 
one group, that any company cannot be a subsidiary of more than 
one company — but a company can be a subsidiary of one and an 
associate of another. ! 


If fully-consolidated accounts are to be meaningful in their own 
right, is- it necessary totally to ignore the legal boundaries which 
exist between each company (legal entity) within the group? This 
question may have different implications: 

(a) Where one or more subsidiaries are in an insolvent situation, 

. (6) When related to creditors of the various units comprising the 

group. 

The great majority of groups were of the opinion that the legal 
boundaries within a consolidated group should be ignored under 
normal circumstances. In special cases, such as an insolvent 
subsidiary, the facts surrounding the position must be taken into 
account in deciding whether disclosure should be made of that 
subsidiary’s position, or whether it should be excluded from the 
consolidation. It was generally felt that exclusion would be 
justified only if the parent planned to abandon the subsidiary. 


Can consolidated accounts, in other than the most simple 
situation, be expected to serve more than one purpose,.e.g., be 
informative to parent shareholders and/or parent creditors. andor: 
creditors of subsidiaries and/or minority interests within the group? 


There was almost unanimous agreement that consolidated 
accounts are prepared primarily for the information: of parent 
company shareholders. This is in fact a basic premise of the 
concept of consolidation, 

The comments of the majority were summed up by one . group 
which stated : E 

‘Consolidated accounts cannot serve the interests of minority 

shareholders in the present form of consolidation, as the purpose . 

of consolidation is for the parent company shareholders. Unless 

the parent company has guaranteed the creditors of a subsidiary 
then again, in the present form of consolidation, they cannot - 
serve the interests of subsidiary company creditors.’ 


Exclusions from consolidation 


Should the right to exclude selected subsidiaries from consolida- 
tion be left to subjective assessment by each individual group 
management, or be regulated by either the profession or government? 

No clear-cut answer came out of the replies to this question. 
A number of different combinations of management, govern- - 
ment and accounts were suggested as possibilities, and there was- 
no clear preference for any one combination. 

The major fact to emerge was that a substantial majority of 
groups thought that accountants should be closely involved in 
the question of exclusion of subsidiaries from consolidation. 
About half of these groups thought the profession should provide 


` 
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guidelines, perhaps with the statutory support of government 
The other half thought the decision should be left to manage- 
ment, with the auditors being consulted and approving of the 
exclusion. 

-There was little support for the-idea of leaving this decisior 
solely to management, without any guidelines being providec 
by the. accounting profession and/or government. In fact, € 
number of groups expressed concern over such a state of affairs 


Can criteria be established for determining which areas, and ir 
what detail, a complex group. of companies can be expected tc 
achieve uniformity? 


It was unanimously agreed that uniformity of accounting 
bases used throughout a group of companies was, in principle, < 
desirable aim. Mention was made of some of the practical diffi- 


culties that might be encountered in trying to implement suck 


uniformity, especially where the group includes companies ir- 
widely divergent’ industries or companies located in different 
countries. 

Tn the view of some groups these practical problems would be 
disabling: 


‘Tt was concluded that the areas of possible difference were 
too wise and complex to determine one set of rules to achieve 
uniformity of accounting. by complex and diversified groups.’ 


However, the view more commonly accepted was along the 


. following lines: 


‘Criteria can be established, and it is desirable that uniformity 
be established as far as practical. It is recognized that particular 
circumstances in individual companies, might dictate different 
methods or applications in order to produce a, true and fair 

' view in each case and on consolidation.’ 


Common balance sheet dates 


` Acceptance of accounts of subsidiaries for consolidation when ac- 


counting dates differ from the parent presumes that the parent has a 


. responsibility for ensuring that consequent adjustments can be 


effected, but has little responsitility for controlling the interim 
reporting obligations of subsidiaries. Would not control of the latter 


with resulting common dates for GEES purposes be more, 


practical? 


It was, unanimously agreed that common balance dates were 
highly desirable. Some groups mentioned the possible practical 


_ difficulties in carrying out this aim, such as seasonal businesses, 


overseas subsidiaries and tax considerations. 

A number of groups expressed the opinion that common. 
balance dates for all companies in a group should be required. 
by law, as is the case in Australia. 

- A problem with such a rule would arise, however, with 
associated companies accounted for by the equity method. As. 
the ‘parent’ company does not wholly control such a company it 


- may not be possible to bring the associated company into line 


with the rest of the group. 


Unless goodwill on consolidation is, in essence, different to the 
goodwill acquired or specifically created, the arguments for amorti- 
zation must be the same in both.cases. Can any distinction be made 
as to their respective natures? 


-. Over two-thirds of the groups felt that there is no distinction 
between goodwill on consolidation and other forms of goodwill. ` 


Of those groups providing some discussion on the matter, one 
very clear point emerged in the groups that the assets of a 
subsidiary should be revalued at the time the company is 


- acquired. 


‘The groups agreed that essentially there is no difference 
between the two types of goodwill assuming it is clear that the 
“Goodwill on consolidation” is truly goodwill and not: in 


reality a purchase of tangible assets at a greater intrinsic value . 


than their book value in the acquired company.’ 


Ki 
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Regarding the balance sheet presentation. of goodwill, a few 
groups expressed their desire to see the item as a deduction from 
shareholders’ funds rather than an asset. 


‘The theory of a. pooling of interests involves a concept of the 
owners of the respective businesses voluntarily combining together, 
and so of continuity of their respective equity interests, 

Accebting that this statement is-valid, is it not dangerous to 
create a.clearly defined alternative to a conventional consolidation 


. which can produce a widely different answer without also creating 


rigid criteria? 
There was unanimous agreement that rigid criteria are needed 


_ to police the use of the pooling of intérests method. In’ general, it 


was fel: that the pooling method represented an alternative that ` 
could produce very different results from’ thé. more usual pur- 
chase method, and its use should be allowed only in. be case of a 
true merger. The profession should 1 issie o guidelines, to aidi in the 
identifization of such a case. : 

Despite the above comments, E groups ‘édvocated the Total 
abolitian of the pooling method, ae At Was ‘generally agreed that 
there are circumstances in which its use is’ appropriate. 


Systematic ascertainment of the effective date of acquisition of a 
subsidiary is important. Is it not more important in the long run to 
ascertain the true point of time of occurrence of gains and losses; 
regardless of the time at which they might have been recognized in 
the acccunts of the subsidiary if no acquisition had occurred? i 
(NOTE: Proper recognition of pre-acquisition gains or. losses would 
probably result in revaluations at time of acquisition.) 


The opinion of almost all groups was reflected in the note 
attached to the question. The following. comment: was: more 
comprehensive than most, but it is representative of -general 
opinion: 


“The group unahimously agreed that it was essential for asset 
and liability values to be adjusted in newly acquired sub- 
sidiaries as at the date of acquisition. This could be achieved 
by eher adjusting the book values within the records of the 
subsidiary if this is allowed by legislation in the country: or’ 
alterratively to make the necessary adjusting entries in the 
continuing consolidation adjustments. This will ensure that 
the consolidated accounts represent a true and fair view and 
the company „proceeds with an accurate base for future 
profit determinations.’ 

The only dissenting group stated that: ‘It is not more im- 
portant in the long run to ascertain the true point of time of 
occurrence of gains or losses so long as the pooling SCHER is 
not abused.’ 


Inter-company profit 


Should profits on inter-company sales, for purposes of elimination 
on consalidation, be determined on the basis of all costs and expenses ` 
incurrea by the selling company? Is the answer likely to be affected 
by whetùer the relevant asset is current in its nature or is fixed, and 
subject to depreciation? 

Most groups considered that profit should be calculated on the 
basis of all costs and expenses incurred by the selling company, 
and that all such profit be eliminated on consolidation. A number 
of groups put it in a different way, for example:. 

‘Inter-company profit arising from current asset sales be- 
tweer. group members should be eliminated on consolidation 
so thet the stock or current asset is carried in the consolidation 
ona basis equivalent to that used to carry the stock or current 
asset in the books of the selling company.’ 

Only a few groups thought that any other basis’ of elimination 
should be used. One stated: 

“The group considered it acceptable for a subsidiary to take a 
normal mark-up on goods manufactured for or sold to a holding 

. company without. „adjusting for ‘inter-cornpany profit on 
consolidation.’ | CC Se 








HERE are, let it be admitted from 

the beginning, no points of signifi- 
cant accounting “interest in the, annual 
report of: Christies. International from 
which this..week’s reprint is taken. But 
there is much of interest otherwise. 

These are: the: first figures since the 
equity of the company -was marketed 
through an offer. for sale by Hambros 
Bank last November. The offer of 
74 million ordinary shares at 7op a share 
was more than 11 times oversubscribed 
and the prospectus forecast of a pre- 
tax profit ‘in excess of {2 million’ was 
comfortably met. Profits of {2-17 million 
were just short of double the 1972 
figure as the result of a rise from £3-c9 
million to {5°67 million in turnover 
and from {25:23 million to £40°34 
million in worldwide sales. Sales and 
turnover are two entirely different things, 
of course, in this particular case. 

An analysis of sales is included in 
the report and in our reprint, the 
geographical breakdown showing how 
Christies are indeed international. Of 


the 444 sales conducted last year, 45 - 


were overseas whereas in 1972 the 
figures were 349 and 32 respectively. 

But soaring prices as well as the higher 
number of sales have to be taken into 
account, One becomes accustomed to 
reading of works of art fetching what 
appear to be ridiculously high prices, 
but there is a fascinating background 
to the fine art market. As Christies’ 
chairman, Mr I. O. Chance, says: “The 
attraction of the saleroom is that it 
fundamentally constitutes a forum where 
opinions as to the commercial value of 
works of art are confirmed on the open 
market’. 


Paying high prices 

He makes that point about the open 
market as a preliminary to saying that 
by the very nature of the business it is 
unréalistic to expect that results can be 
forecast several months ahead. But in 
recent years Christies’ field of operations 
bas been developed and further expan- 
sion is planned. Major successes have 
been the establishment of Geneva as the 
centre of the international jewellery 
market and the creation of flourishing 
auction sales in Australia in a “market 
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7 Sales Record for 
Christies Internationa! 


which, before Christies arrival five 
years ago, was virtually non-existent. 

Despite the present economic climate, 
saleroom prices have remained strong 
and Mr Chance’s firm conviction is 
that they will continue to be so. Quite 
apart from any inflationary influence, 
there is no doubt that today’s collectors 
are attracted to the finest examples in 
their chosen field and are willing to pay 
very high prices for them. Mr Chance 
points out that since these collectors 
now come from all over the world and 
are not confined to the United King- 
dom and the United States, nor even 
Europe, this naturally has the effect of 
raising prices. 

But not all Christies’ business by any 
manner of means is in the objects that 
capture headlines. In the last quarter 
of 1973 as many as 28,165 lots were 
offered for sale as against 23,564 in the 
last three months of 1972, and even in 
these days of high prices two-thirds of 
the lots sold go for £400 or less. 


Capital appreciation 


But the fascinating way of looking at 
prices of major works of art or other 
items is to compare present prices with 
those reached when the same works or 
objects went through Christies’ sale- 
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_ A sale in progress at Christies 


rooms previously. For example, the 
painting, Winter Scene near Utrecht by 
Hendrik Avercamp sold on November 
3oth for £126,000. The picture, which 
belonged to a New York collector, was 
sold in Christies’ rooms in 1962 for 
£19,500. A pair of Chantilly porcelain 
and Louis XV ormolu figures of Magots 
which were sold on November 29th 
last year for £78,750 from the col- 
lection of the late Sydney J. Lamon, 
of New York City, were sold at 
Christies in 1938 for just £861 from 
the Mortimer Schiff collection. 

London is accepted as the centre of 
the world’s art market, and that, coupled 
with the absence of sales tax and, in the 
case of foreign vendors, value added tax, 
was particularly exemplified last year 
by the sale of the Lamon collection 
already mentioned. The sale in fact 
totalled £1,919,740. 

Another example of capital apprecia- 
tion shown in the sale was the £84,000 
made by a Louis XVI porcelain- 
mounted side-table against the £160 it 
fetched in 1937. A Dutch 16th century 
silver gilt nautilus cup sold at Christies 
by William Randolph Hearst for £290 
in 1938 made £23,000. Both Mortimer 
Schiff and William Randolph Hearst 
were noted American collectors ~ ‘which 
goes to show’, Mr Chance comments, 
‘that it is no new thing for Americans 


- to send their works of ‘art-to be sold by 


Christies in London’. 

In the analysis of sales it should be 
appreciated that a considerable part of 
UK sales represents sales in London on 
behalf of customers abroad. 


Works from abroad 


Mr Chance reports that a substantial 
proportion of the major Old Master 
and Impressionist works that Christies 
sell come from overseas. He instances a 
number of Impressionists belonging to 
the late Howard Young of New’ York 
sold for £749,910, including a Rencir 
portrait bought by a Japanese collector 
for £157,500. From a French collection 
Renoir’s portrait of his son, Jean, was 
sold for £194,250. In June, from an 
anonymous American collection, an out- 
standing painting by Aelbert Cuyp 
A Woody River ` Landscape, made 
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{£6c9,000 which was over ten timés the 
highest auction price previously paid for 
a work by that artist. 

Mr. Chance ‘mentions other paintings 


worth over £600,000 in all coming from- 


across the Atlantic. French porcelain 
from South America, Japanese. sword 
. fittings from Geneva, netsuke (button- 
like Japanese ornaments) frem Gothen- 
"burg, and the first and second parts of 
Mr Jaime Ortiz-Patino’s collection of 


gold boxes (which made £382,830) were: 


other works ot. art from abroad. 
Establishment of Geneva as the world 
jewellery market centre was confirmed 
in 1973 when thé two jewellery sales 
there “together: made £4,915,000. The 
November sale 
` shaped diamonds which sold for £640,000 
-~ a world record price for a single lot of 
jewellery. A new venture in Geneva was 


Christies’ first foreign sale of veteran and , 


vintage cars held in association with 
Lord Montagu of Beatlieu. In a total 


sale of £146,250, a 1908 Benz 120. h.p.. 
Grand Prix racing. two-seater made 


£34,783. 


Produced by Dewe Rogerson and. 


included two pear-: 
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printed’ by Oyez Press, the Christies 
International report is quite a Christies 


catalogue in its own right and includes ` 


some beautiful colour illustrations of 


` some of the more valuab-e objects sold. 


H 
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Coates’ Reserve — 


“SPECIAL asset replacement reserve 
ANis set up in the accounts of Coates’ 
Brothers & Co, the printing inks and 


industrial resins concern. A transfer of 
£1 million out of revenue reserves has 
been made and the intention is ‘in future 
years to appropriate = proportion of 
profit each year to make such provision 
as seems prudent for the replacement of 
assets and especially machinery assets at 
the high costs then rulirg.’ , 


-The words aré those of Mr J. B. M.. 


Coates, the chairman, ard they come in 
his statement with the Coates accounts 
after a commentary on the Inland Revenue 


“requirement of depreciation on historical 


cost. He adds that ‘any realistic basis of 
accounting designed to provide for re- 
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placement of assets out of after-tax profits 
would lead to a reduction in both profit 
and taxation.’ . . 

Financially, Coates’ profits are ‘real 
enough’, Mr Coates says, but are mis- ` 
leading ‘if related to the physical circum- ` 
stances of actual manufacture.’ In the 
absence of any agreement ‘with profes- 
sional bodies or Government authorities 
to permit a different basis of accounting 
for taxation purposes which will take into 
account the impact of inflation’, indivi- ` 
dual companies apply their own methods, 
The Coates method is to introduce-into . 
internal trading accounts depreciation 
rates based on replacement costs, and ` 
from now on to make the necessary 


- adjustment ‘via the asset replacement 


reserve. 


An Enigma? 
EFORE now this column has had 
a go at explaining what The Morgan 


Crucible Company does — Morgan being 


‘an international group of companies 
supplying sophisticated components and 


materials to industries throughout the 





CHRISTIES INTERNATIONAL LIMITED 
` AND SUBSIDIARY COMPANIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 























for the year ended 31st December 1973 at 31st December 1973 
1972 1973 1372 1973 : 
£000 d Note - £7000: £7900 Coon `, ~Note ` £000 Con ` 
i ` 241 ` Fixed Assets 9 1,695 
3,092 Turnover 2 5,671- 124 Quoted Investments 10 39 
Current Asse:s 
' 21 Stocks ‘ df " 88 
i "— 4,718 Debtors i 6,390 
1,109 Profit before taxation 3 2,166 | f 810 Cash 3,118 
473 Taxation - 1,039 5,349 , 9,596 
ea vi 1127 Currerit Liabitities 
Sea i 3,545 Creditors 6,782 
? 175 Taxati 1,276 
4 Loss attributable to mincrity shareholders 12 © 691. Bank overdraft S ` 1,704 
S g 99 Proposed dividend 251 e: 
Profit after.taxation and before extraordinary : 4,510 9,013 
~. 640 . items DECH - 1,139 339 Net Current Assets : f 583 
i 1,204 ia ` 2,317 
= . Extraordinary items 325 a7 Deferred Taxation : 1d ‘108 A 
Son ` Profit after taxation and extraordinary items 6 814 E i Minority Interest ba ` E 
x 1160 Net Tangible Assets ` l 2,202 
106 -’ Dividend- 7 251 28 Goodwih j ` 28 
534 Retained profit 563 -| 1 88 Net Assats ; , 2.230, 
Se ` Financed by t S 
76 Share Capital - ` 11 e 2,048 
` wiz | Reserves : A2 182 
1 8413p Earnings per share 8 556p | ——_— e wee 
: - | 1788... 2.230 





The notes referred to abova form part of these accounts . 
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The notes referred to above form part of these accounts : 
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CHRISTIES INTERNATIONAL LIMITED 
AND. SE COMPANIES 


CHRISTIES INTERNATIONAL LIMITED | on 
FIVE YEAR RECORD - 


12 months 15 months 12 months 12 months 12 months 
ended 30th ended 31st ended 31st ended 3ist ended 31st 
` September December December December December 


AUDITORS’ REPORT 















Tothe menibers of. eem mm 1971 1972 1973 
Christies International Limited "i KS £000 £000 oo "con ` £000 
` S o = Profits, Dividends." $ SA ` : : 
We have examined the balance sheet, consolidated balance sheet and consolidated sad emounte P WË GE ` S ER 
profit and loss account, together with the notes thereon, set out on pages [706 to EE s9 p : a S R 
709), The accounts of certain Lesen have been audited by other firms. Turnover ‘ 1,481 2,569 2,277 3,092 ` 5,671 
‘In our. opinion the balance pre andthe consolidated accounts comply with the | Profit before taxation ` Fae " ak : 
Companies Acts 1948 and 1967 and give respectively -a true and fair view of the |- oe - eg, si S Se $ i 109 ` z166 
state of affairs at 31st December 1973 and, so far as concerns the members of the ` , SE y St 
Company, a true and fair view of the state of affairs-and of the profit of the Group. | Taxation ` ` ae 59 230 240 473 4,039 
f Na er AE . EE Minority interests” — — — 4 2 
SE Zeie "e, Peat, Marwick, Mitchell & Co. ne 
g Hä om "ER S i rofit after axation: 
eee : Chartered Accountants. and before f N gf ER 
i extraordinary items ' 31. 284 `. 322 640 ` 4,139 
26th April 1974 $ ` . Extraordinary items ; e Tag wi E 325 
Dividends . 42. 54 = 66  , 106 251 
Retained profits 19 ° 230 . 256., 534 : 663 
- Assets employed i ` : f u es 
; ° Fixed Assets © 18 148 178 . 24° 9,695 
: . Net Current Assets. . 14 162 ug, "om 676 
: CH RISTIES INTERNATIONAL LIMITED SÉ : 
oa Financed by 
'B ALANCE SHEET- i 8 Ge Issued share capital 65 65° ` 6 76 2,048 
; ` Reserves and se, ! . 
voo  at2let SES 1973 ` undistributed profits 403 285 581 ug > 182 
l S Note 1973 Ke 


£°000 £°000- 
Investments in subsidiary companies i : 


' ANALYSIS OF SALES. 
. at.cost ; : 13 ` ` , 4,495 R e ar ae 








1973 1072 
Current Assata o . ; £°000 . £000 
Cash ; 1 . Total worldwide ege ie i 40,339°. 25,234 
` Amounts due by subsidiary companies _ 450 oe 
4 - Overseas sales $ 7,804 ` 3,605 - 
, "4,946 | U.K. sales |. : í - 32,535 - 21,729 
` Current Liabilities SE Lech = 2 
< Creditors ` l ; GE 106 ` Overseas ; y SoA 
wéi Amounts due to subsidiary company . 401 E.E.C. . A . pS i ,963 , -352 
Proposed dividend. NEE eege i > -, 5698,- 2592 
Siy PIAA 758 | Spain A ` : 97 ‘No sales 
: A ; Ee Canada .. . KN 198 ~ 169 
R Kb . i : LIES | Australia gO oe att . 850 - 392 ` 
Financed by A ; . S $ d 
Share Capital a4 i S 41 : - 2,048 
Reserves 42 z SA 132 Analysis of sales _ d Se 
Rb } "en | Old Masters ' S S A 10,110 7,281 
l De E E 2,180 Impressionist & Modern Works 3 ca 6,530 4,201 
Loan Capital e ES ek 1400, -_ 2,008 { Prints, Drawings and Watercolours ` 4,652 867 
` E E . $ T — 4,188 ` Porcelain and Glass x X i "4,760 1,963 
= BA i S | Jewellery `> ali i i 6,201, ` 3.273 - 
SE ; Objects of Art and Vertu and Coins g - | 2,001 1,500 
L Q. CHANCE i > GK . D: ` Silver à SE S ` 1,633 71,131 
gé e? Directors 1 7 *Furniture, Carpets & Tapostrios - H 4,421 3,109 
J. A FLOYD f Arms and Armour ` BEEN ` em : 403° 
` GE , S Books and Manuscripts E 22 904 450 
`. _ The'notes referred to above form part of these accounts i Wine l E S " 1,098 856. 


v ae i 


Costume, Vintage Cars, and Models E i “8 458 ' 200 
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ALLING commodity prices apd 
consolidation of the. decline ` 
- UK interest rates, together. with p 
relatively strong movement of funds 
towards the gilt-edged arket; have 
combined to provide a dagree ‘of 
hope in financial markets a'hich have 


, lately been decidedly short of con- 


f:dence. A late 1974 recession has so 
long been forecast and has been so 
- counter-forecast by the continuing 
- high level of demand ‘on British in- 
` dustry that hopes of falling commodity 
values, and thereby of sorre reduction 
in inflationary pressures, were SES 
ning to wear thin. | 

In .these notes a Week. ago the 
theory of the optimism of the reces- 
‘sionists was intrcduced. The theory 
has attracted a stronger following 
since then and considerable hope has 
been set store to the improvement in 
the gilt-edged market. Now that the 
rest cf the clearing banks have fol- 
lowed Lloyds Bank's leac in cutting 
_ base rate, there is a fancy to look for a 


“ further round of reduction, particularly 
after last Friday's cut in’ minimum ` 


lending rate. 
However, to a considerable extent 
other factors: are being conveniently 


ignored In these hopes. One is the’ 


- possible effect on interest rates of the 
tying up of substantial banking funds 


in property company support opera- 


tions. The .property industry threat 


. could- well be strong enough to cancel 


out the recessionists’ hopes. 


The other depressing factor i is Ulster ` 


and its implications: 


LIQUIDITY RE 


Following | this year’s run of Stock 
Exchange failures, the Stock Exchange 
Council has reviewed: the arrange- 


. ments for supervising the maintenance 


of liquidity margins by member firms. 
In future all firms will need to submit a 
quarterly ‘statement in stendard form 
of the current liquidity margin. ` 

The returns will be submitted In the 


first instance to the Exchange account- 





ACCOUNTANT 


ant with a copy to the Committee for 


` Member Firms’ Accounts and Default. 


They will be reviewed by the Exchange 
accountant who will address any 


-queries to the firms’ auditors. 


The Council is also considering, in 
conjunction with ‘representatives of 
the accountancy profess on, various 
proposals for altering the require- 
ments for the margin of liquidity. 

At present firms are called on to sub- 
mit at least one audited interim liquidity 
margin statement during the financial 
year exclusively to the Exchange ac- 


-countant. The changed system which 
' brings in the Committee far Member 
Firms’ Accounts and Default obviously. 


improves communications. i 
The new returns will be required on a 

quarterly basis and will be made on a 

special form comprising a vertical 


‘balance sheet. It is intended that the 


returns should be prepared by firms 
themselves and they will not normally 
require to be audited. Returns will 


need to be submitted within one 


N, 


` May 30th, 1974. 


month of the date at which they are 
prepared. 

As an additional SES on account- 
ing standards, firms may occasionally 
be required.to instruct their auditors 
to report on certain specific areas of 
their operation during the- financial 
year. All firms have been told that the 
Council may at a later date call for . 
returns on a monthly basis. ` 


STAGGING 


‘Stagging’ new issues with uncovered -- 
cheques is now a criminal offence, as 


‘the result of a recent Old Bailey test 


case. There.may at present be many 
people who wou'd be glad of the 
opportunity to transgress, such is 
the dəarth of new issues. But applying: 
for £20,000 of shares when the bank 
account stands at £200 and depending 
on share allotment, a balance: cheque 
from: the issuing house and a quick 
sale of the allotted shares to cover ` 
the gap is, as a result of the test case, "` 
criminally dishonest. 


Rates and Prices 
ER prices, Tuesday, May 28th, 1974 


Bank of England Minia Lending Rate 


‘Money Rates 


July 27.1973 ..114% Feb.11974 ..123% Daytoday .. 11 -12% Bank Bills $ 
. Oct.19,1973 ..113% Apřil5,1974 ..123% 7days 11-12% 2months 1243-124} 
Nov. 13.1973 ..13 % April11,1974 ..12 % Ee Trade Bills 3months 12484-1244}. 
Jan.4,1974 ..12ł3% May24.1974 ..113%. _ 1month ... 128-123% 4months 1248-124} 
z 2months .. 123-123% 6months 124 213 
3months .. 134-1253%  . 
Finance House Base Rate gi" ` 
May 1st. 1974. 15% Thrae Months’ Rates 
Local authority deposits .. +. 13 133 % 
g Local authority bonds 10° 123 -12 % 
FT Industrial Ordinary Index Sterling deposit certificates 1248-122 % 
May, 28th, 1974. 284 8 Euro-sterling deposits .. >.. 143 -153 % 
a Euro- dollar deposits Se nA 1 1-12% 
. Treasury Bills 8 Foreign Exchanges ) 
Mar.22 .. £11-9649% April 2E.. £11:4830% New York.. 2-3925 Frankfurt . 5-9875 
Mar. 29.. £11-9815% May3 .. £11:4664% Montreal .. 2-3017 Milan- .. , 1526-50 3 
-ApritS .. £11-6618% May10 .. £11-4594% Amsterdam 6-2850. Oslo... 12-9625 
April 11.. £11-4688% May17.. £11-4507% Brussels .: 90-7500 Paris ae 11 6800: 
April 19.. £11-4561% May 24... £11-2274% ., Copenhagen 14-1005 . Zürich 7:0575 
: ` Gilt-edged ` ` Ce o 
Consols 4% .. sis ay ‘3 293 Treasury 9% 1994 ,. ee hs we 68 
Consols 24%.. os, te at 183 Treasury 83% 84-86 ` RES 
‘Conversion 34% ` Š 252 Treasury 84% 87-90 si ee ee 663 
Funding 34% 99-04 EH Se 314 Treasury 64% 1976 . „n.e we we SOF 
Funding 51% 78-80 se Ss 75% Treasury 34% 77-80 a Se a. WIE 
` Funding 54% 82-84 .. oe ee) BBE Treasury 33% 79-81 oe DÉI . 702% 
. Funding 53% 87-91 ah et ` ` Px 53 ‘ Treasury 5% 86-89 Vu AN « Bi 
-Funding 6% 1993 .. .- .. ae ae 524 Treasury 54% 08-12 D „ 41$ 
Funding 64% 85-87 Ss D Biz Treasury 24% se Ss eo æ 183 
Savings 3% 65-75 ., ee Se , 93} Victory 4% .. oe = oe. ee ` DS 
Treasury 93% 1999 Ss SC: Zä War Loan 34% ve, Pee Se . 254. 
EN ‘Ratail Price Index (Jan. 1962=100) GE 
. Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 
1971 147-0 147-8 149-0 1522 153-2 154-3 155-2 155-3 155-5 156-4; 157:3 158-1 
. 1972 159:0 159-8 160-3 161-8 162-6 163-7 164-2 165-6 166-4 168-7 169-3 170-2 
1973 471.3 1724 173-4 176-7 178-0 178-9 179-7 180-2 181-8 185-4 186-8 188-2“ 
1974 7 2191 8 19541- 196-8 203:5 l H 
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“As leisure time expands, 
_ $0 wiil the Coral Leisure Group? 





M. Lane, Chairman of J. Coral Heldings Ltd., 
in his circulated statement speaks of the benefits to 
the shareholder of the company’s long term plans 
and its achievements for 1973. 


“Bookmaking...Produced over Em. of extra profit “Property... First contribution from J. Coral Estates 
in 1973. Number of shops now 623. Turnover Ltd., in 1973 accounts. Mark Lane Investments Ltd., 
currently running at over £100m.a year” engaged on a number of projects, including prestige ` 


“Casinos... Attendances running at highest-ever leisure development at Blackpool. 


level. ...we feel hopeful of increasing the profits “New Ventures... Active investigation of projects 
of this division in 1974. abroad including developments in Madrid and the 
South of France’ 


“Bingo...A major new trading division which is 
already proving to be highly profitable” 


GC J. Coral Holdings Ltd. 


Parent company to the Coral Leisur2 Group 


Copies of the Report and Accounts may be obtained from the Secretary, Berkeley Square House, London WIX 5PE. 
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Procedural Point 


OWERS of the Commissioners of Customs and Excise to 

waive the operation of section 40 (2) of the Finance Act 
1972 ~ which requires the rendering of VAT returns and the 
payment of any tax shown to be due as a prerequisite te the 
entertaining of an appeal ~ have recently been considered by 
the Manchester VAT Tribunal. In a case before the Tribunal, 
the Commissioners first took the point that the appellant was 
disentitled to proceed by reason of section 40 (2) and then 
purported to waive their objection ‘so far as they had the power 
to do so’ — apparently for the purpose of testing the Tribunal’s 
jurisdiction on the point. 

Considering the ‘purposive’ test adopted by Lord Diplock 
in Kammins Ballrooms v. Zenith Investments (Torquay) Ltd 
([1971] AC 850), in construing similar language in the Landlord 
and Tenant Act 1954, the Tribunal found that the object of 
section 40 as a whole was to give a right of appeal against 
certain decisions of the Commissioners of Customs and Excise, 


„and for that purpose to constitute tribunals, to define the 


subject-matter over which they were to have jurisdiction and 
to specify certain conditions. Within this context, the pro- 
hibition in section 40 (2) did not go to the main object of the 
section; it was incidental thereto, and should not be so construed 
as to restrict the main object to an unnecessary degree. 

The Tribunal preferred to accept that the words of section 
40 (2) were inserted for the benefit of the Commissioners and 
for protection of the revenue, to prevent the appeals procedure 
from being used to delay the payment of tax. If section 40 (2) 
were construed as an absolute prohibition going to jurisdiction, 
then a tribunal might find itself unable to proceed for want of 
jurisdiction, by the accident of a date, at any time during a 
hearing. 

It could not be thought, the Tribunal concluded, that 
Parliament had intended such a perverse result. According to 
the purposive approach to statutory construction, a require- 
ment imposed for the benefit of one party alone was capable of 
being waived by the party for whose benefit it was imposed. 
The Commissioners having waived their objection under 
section 40 (2), there was no obstacle to the Tribunal hearing the 
appeal on its merits. 

E. G. Gittins (trading as Robinson’s Ironmongery) v. Customs 
and Excise (Tribunal reference MAN/73/17). 


Children’s Clothing: ‘Suitable for 
Older Persons’ 


Sirsa aoe evidence of the difficulty of applying the defini- 
tions laid down in the VAT (Young Children’s Clothing and 
Footwear) Order, 1973 (SI 1973 No. 387) is afforded by a 
decision of the Manchester VAT Tribunal. Garments designed 
for young persons, and within the size limits laid down in the 
schedule to VAT Notice No. 714, were nevertheless held liable 
to VAT as being ‘suitable for older persons’. 
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The garments in question were girls’ leather coats, made in 
lengths of from 32 to 35 inches, sold wholesale at from £18 to 
£20 each, and retailing at around £30. The design had been 
accepted as an article of children’s clothing for the purposes of 
the Purchase Tax Act 1963, though this definition was less 
restrictive than that now laid down for VAT. 

The Commissioners demonstrated a sample garment on a 
tailor’s dummy and on an adult professional model, whose 
measurements of 354-22-36 were, however, admitted not to be 
those of ‘Miss Average’. Other evidence called for the Com- 
missioners included that of a retailer who had sold one of the 
coats to an adult, on which VAT was charged; and of a buyer 
of children’s clothing and school uniforms, who testified that 
leather coats were in general too expensive for the children’s 
trade. In her opinion, the sample coat would be suitable for 
adults, and in fact it fitted four out of her six saleswomen. - 

There was no doubt, the Tribunal found, that the appellant 
had made an honest — and, to that extent, successful — attempt 
to comply with the definition so far as the design was concerned. 
The test of ‘suitability for older persons’, however, was a matter 
of visual appearance, taking into account questions of fashion 
and style; and, to a lesser degree, of measurements. So far as 
style was concerned, it appeared that the coat, as an expensive 
fashion garment, would be acceptable to older persons. The 
Commissioners having established this point, the Tribunal had 
no alternative but to dismiss the appeal. 

Walter Stewart Ltd v. Customs and Excise (Tribunal reference 
MAN/73/29). 


Purchase Tax Rebate: 
‘New and Unused’ 


EBATE of purchase tax in respect of goods in stock at 

April 1st, 1973, is conditional upon the goods being ‘new 
and unused’; and it is for the claimant to satisfy the onus of 
proof upon this point. 

The present appellant traded as a general dealer, and had 
sought to include in her claim for rebate various items acquired 
from bankrupt or executorship sales, or from members of the 
public. These items — e.g., jewellery still in its original wrapping, 
and showing no sign of having been worn ~ were, it was con- 
tended, unused and therefore eligible. 

Although the point was not specifically proved, the Tribunal 
found no evidence that any of the sample items put in for the 
purpose of the appeal had reached the appellant other than 
through channels which would have exposed them to the in- 
cidence of purchase tax; it was therefore accepted that such 
articles had borne tax. 

Apart from two items of wrapped jewellery, there was a 
conflict of evidence between the appellant’s witnesses and those 
for the Commissioners as to whether various items bore marks 
consistent with their having been worn and refurbished. The 
Tribunal formed the view that it was impossible even for an 
expert to judge, from their present condition, whether any of the 
items had been unused at April rst, 1973, and accordingly the 
appellant had not discharged the burden of proof on this point. 

Regarding the wrapped items, while the Tribunal was 
satisfied that these satisfied the test of ‘new and unused’, there 
was no evidence from which the tax paid on these items by the 
appellant could satisfactorily be calculated, either directly or 
from any reliable formula. The appeal was therefore dismissed 
in relation to these iterns also, subject to leave for the appellant 
to re-apply within 28 days in respect of any specific items which, 
it could be proved to the Tribunal’s satisfaction, were ‘at least 
as clearly unused’ as the two items of wrapped jewellery, and on 
which the purchase tax paid could be established. 

Announcing this proviso, the Tribunal stated: ‘We are most 
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` anxious not to shit out any possible claim that Mrs Howard may 

have.’ 


Howard v. “Customs and Excise (Tribunal ref: PONS): ` 


‘No Standing to Maintain Appeal 


AS appeal which, it would appear, might well have succeeded 
on its substantive merits was recently dismissed by the 
London VAT "Tribunal on the ground that the appellant was 
fot ‘a taxable person’ under section 4 of the Finance Act 1972, 
and was not. liable to the Commissioners of Customs and Excise 
for tax on the relevant supply. 3 

The appellant suffered from sciatica, aid a surgical.corset had 
been prescribed for her. ‘This was fitted at the Brook General 
Hospital, and she paid the app- ‘iance-makers the sum of £966 
plus VAT opp, total £1062. She subsequently contended that 
this transaction should be exempt, being within group 7, item 4, 


_of Schedule 5 to’the Finance Act 1972 as ‘the provision of care - 


‘or medical’ or surgical tredtmen: and; ‘in connection with it, the 
supply of any goods, in any hospital or other institution . 
Supply of this corset, the Tribunal found, was undoubtedly 


H 
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‘medical caime” fór the purposes 5 of j item 4, the transaction 
being analogous o tbe immobiliaztion of a broken limb by splints 
or plaster. The Commissioners of Customs and Excise, however, 


- took tke further point that the appellant was not the peron 


liable for’the tax in dispute; 

Distinguishing the Processed Vegetable Growers ‘end Cameron ` 
cases (The Accountant, October 4th, 1973, and January roth,“ 
1974), -he present Tribunal found that the facts in both cases 
were ‘unusual’; and could not be taken as authority for the `“ 
generál proposition that the recipient of a supply who had paid a, 
VAT-iaclusive price had a sufficient legal interest to maintain an, 


` appeal. 


In tke present case, though the appellant had paid the Gë ' 
VAT charge ro he appliance-makers ünder pròtest, she had not 
been subjected to ‘compulsion, extortion, undue influence or 
fraud’; there was. no understanding- that the makers would 


: refund zhe opp if she succeeded on the appeal, nor was there any 
promise or statutory obligation on the Commissioners.to pay her- ' 


any surn.if she-succeeded. For want of a sufficient legal interest,. , 


. therefore, the appeal must be dismissed. 


Payton v. Customs end Excise eer, ref: Lü It 17). 


The Chartered Accountants’ 
Benevolent Association | 


| Eighty-eighth Annual Report 


The report of the Management E for the year ended December 31st, 1973, 
to be presented to the eighty-eighth-annual meeting of the Associat.on, to ‘be. held 


at Chartered Accountants’ Hall on June 4th. 


> 


Association on December 418, 1973, consisted of 
5,029 members and subscriters, viz.: 
The President 
143 ‘Life Vice-Presidents - 292. Life Members 
282 Annual Vice-Presidents 2,617 ` Annual Members 
‘22 Life Governors 2,272 Subscribers 


Relief 


The first task of the Anati: is the relief of necessitous ` 


‘members and their eligible dep2ndants, but attention is drawn 
to the fact that a great deal of time and effort is spent giving 


help and advice, on all manner of problems including children’s . 


schooling, investment, remarziage,. sale of houses, social 
security, etc. The work is greatly assisted by the help received 
from district societies. 

- The Management Committee, to keep pace with the rise in 
cost of living, approved increases in the following instances: 

(a) general grants; 

(b) amount to be spent on Christmas parcels; 

(c) holiday grants for children: ` . 

` (d) telephone grant; aË 

(e) holiday, donation; and ` 

(TV donation, R 
which were put into operation immediately. 

During the year assistance has been given ‘from the general 
fund in 193 cases (198 in 1972). There were 16 new cases (13) 
and 5 (6) former beneficiaries were assisted again; in a few 
cases the Committee felt that assistance was inappropriate. At 
the end of the year there were 155 (172) current cases; these 
cases cover over 250 persons including 75. children under 2I. 
Assistance, from the spial fund was Ge in2 cases (4). 


Seventy inquiries regarding assistance were received, some, 
are stil’ under investigation and other applicants have been 
advised on investment, financial matters and rehabilitation: 

While full advantage is taken in appropriate cases of such 
assistanze as can be obtained from the State and from local ` 
authorities, there are many cases, especially where children - 


„are conzerned, where the whole burden must fall on the As- 
“sociation if adequate help is to be given. Such cases can involve 


grants et an annual rate of £1,200 or more. 

‘In th2 course of:1973, grants were made from the w. B. Peat 
Memor al Scholarship Fund to assist in the education of Ke 
childrer., 


Christmas food parcels fave, as E been, sent to.the gréat - 
` majorite of our beneficiaries, and grants for uae for. 


childrer. have.again been made. 
The Management Committee is experimenting: with a new 
arrangement (the ‘House Annuity Scheme’) designed to assist - 


‘beneficiaries who own their own houses but have little or no ` 


income other than state pension. Under the scheme, the 
Associa-ion purchases and maintains the house, the beneficiary 
continu.ng in occupation, and receiving an annuity which 
increases with the cost of living. For a husband and wife, the 
annuity and occupation, can continue until the death of the 
survivor. | 

For ectuarial-reasons the annuity which can be offered to a 
beneficiary becomes very much more attractive the older he or | 
she is, end the scheme has particular ‘attractions for those aged. 
over 70. The Management Cominittee will at this stage confine’ 


“the scheme to beneficiaries with houses.that are in good repair 


and wh have no: near relatives with expectations of inheriting 
the property. It will also wish to avoid the inherent risks where 
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the beneficiary is in poor health. If any member is aware of a- 
possible candidate for the scheme, the Secretary would be very 
pleased to receive details į in confidence. 
Administration ` SR E le KSE 
Details of the Association’s interest in Crossways Trust { homes 
for old people, both able-bodied and infirm) and the Hanover 
Housing Association (flats or bungalows for - ‘the elderly) are 
given on page 28 [not reproduced]. The Secretary would be glad 
to hear of any person who might be suitable for nomination 
under either of these schemes, 

It is the, policy of the Committee to ensure that as far as 
possible a. member of the Institute living near a beneficiary or 
applicant for relief acts as a referee and is available to give 


advice when required. Such assistance from members is of the 


"greatest value to the Committee in considering applications. The 
Committee wishes to thank the many referees, over 240 in 
, number and mostly chartered accountants, solicitors or doctors, 
who assist in this way and also district societies for their help i in 
` appointing members to act as referees. 

At their meeting in August, the see Committee 
accepted with regret the résignation of Sir William Carrington 

. [Zhe Accountant, November 5th, 1973]. He had served on the 
. Management Committee of the CABA for over 30 years and ` was 
its President from 1957 to 1968. - 

Sir. William is an outstanding example of devotion to a cause 
outside the normal run of his duties, as he gave so much time 
and‘energy to the aims of the Benevolent Association, 

To mark the occasion of his retirement, Sir William and Lady 
-Carrington were guests of honour at a dinner given on- November 


. . 15th, by the President of the CABA and'the members of the ` 


Management Committee with their wives, The dinner was. held 
at Moorgate Place, in the old Council Chamber, which brought 
` back to Sir William many memories, as he told an are’ 
audience in an after-dinner speech. 


The Management Committee wish him and Lady Carrington 


a long and happy retirement. 

` The Committee wishes to place on record its warm apprecia- 
tion of the work of the officers and staff of the Association and the 
Institute. It acknowledges gratefully the services of the honorary 
solicitors, Messrs Markbys, and the publicity given be the 
editors of Accountancy and The Accountant to the affairs of the 
Association. 

Under rule 6 the three members of the Management Gori: 
mittee to-retire are Mr D. A. Clarke, Mr F. C..H.:Edwardson 
and Mr H. Peat’ who, being eligible, offer themselves for re- 
election. No nomination under rule 8 has been received. 

The Committee has appointed Messrs ‘J, D. Freedman, 
_ P. J. Hughes, I. Macfarlane, H. Cc. Mounsey and'R. M, Smith 
"to fill casual vacancies. Under rule 7 they retire and, being 

eligible, offer themselves for re-election. 

‘The auditors, Mr Bernard William. Riveit, F.c.a., and Mr 
Robin Gray, F.c.A., retire and offer themselves for re-appoint- 
ment, The Committee i is grateful to them for the services they 
render at a'very modest scale of remuneration, 


Finance: 


‘The following figures summarize the Seck of the EE 


in recent years: 


No. of cases d “Investment and 

Year assisted | Relief ` Subscriptions: ather i income 
if £ l 

_ 1969 190 | 40,333 13,367 32,470 - 
1970 .. +. 92 44,956 17:367 36,653 - 
I97I .. «+ 203 43,965 16,599 41,246 .. 
1972 >,. `.. 198 > °43,217 18,621 j 41.991 ` 
1973 193 "45:449. 21,494. - 89,013 


~ As a result of the continued efforts of PROs on behalf of the- 
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E covenants, ‘subscriptions: and donations have been . 





received to mid- January, 1974, as below: ‘ ' £ 
(a) 136 covenants yielding gross per annum .. +. 1,247 ` 
OI 40 subscriptions totalling .. © . is E 324 
o 7 donations, from life Vice-Presidents SN 528 . 
Total .. Pere "e T d . ° £2,099 


A special vote of thanks must be given to district societies and ` 


the PROs appointed by them. $ 
As foreshadowed ‘in the last report, the Association com- 
pleted during the year the sale of 69 acres of agricultural land at 
Bracknell with planning permission for.schools and residential 
development. After taking into account the cost of access land, 


the compensation to the tenant ‘and the legal and other pro- ` 
fessional costs, a surplus of £816,550 over cost has heen ans. ` 
ferred to the accumulated fund, together with a ‘surplus of 


£2,424 on the sale of a small piece of land at Kineton. The 
Finance Committee is holding the money in a readily realizable,- 


form pending a suitable opportunity for longer term investment. , 


The strengthening of the Association’s finances is most wel- 
come in present circumstances. It not only provides a cushion in 


times of inflation and economic stringency and a backing against ` 


which the House Annuity Schéme can operate, but in the 


longer term. it will-help the Management Committee to meet an 


inevitably large increase in calls for assistahce in future years. 
Statistically the number of. beneficiaries is broadly related to 
Institute membership. "a generation earlier, and. Institute 
membership has increased fourfold in the last 25 yéars. Although., 
it must be expected that 'the income and expenditure account 
will be substantially in surplus for some years, there is little , 
doubt that good use will be made of the accumulation in time to- 


come; and that this present windfall will enable the Management ` 


Committee to continue to give help where needed even if. 
there is a sharp increase in.the numbers in need. 
When the President- of the Institute addressed the Ac- 


‘countants’ Christian Fellowship at their annual dinner, he gave . 


a penetrating analysis of the role which ‘the CABA has to Play 
in times of serious inflation and the, Committee wish.to express 
their grateful thanks for his support. An extract from his speech 
[also reported in The Accountant mr Febrüary 21st] is bang. 
circulated to all members.’ ; 


Moral obligation : 
Although the financial resources of the Risociation are in a 
satisfactory condition, the Committee feels that all members of 


-the Institute have a moral obligation to support their own 


benevolent association. As a subscriber to the CABA, an 
Institute member is more aware of the needs of any member or 
widow of a member who may, through no fault of their own, ` 
need assistance from the Association and thus be in a better 
position to offer advice on the range of assistance available. It is 
therefore hoped that many more members of he Institute will © 
become subscribers during:1974. 
. Note of particular interest: : EE 


1973 Institute members ` er . 56,425 
.1973 members subscribing to the CARA Sa KR a 5,029 ` 
Total value of subscriptions .- S . £21,494 
Average contribution per Institute meriber for 1973. £038 


The Association ie most grateful for bequests amounting to 
£8,696 and for donations of £13,550. 

A very large part of the’ Association’s income is derived Bom 
its investments and the Committee is grateful to the many 
benefactors whose bequests and gifts have helped to build up 


` the capital of the Association. It is not practicable for reasons of 


space to commemorate these benefactions in detail in the annual 
accounts and the Committee therefore publishes a list of major 


benefactions not otherwise mentioned individually i in the annual - 


accounts. Dë list Ze not reproduced:}-« 
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ACASS Welcomes 
Solomons’ Report 


HE Report of the Long Range Enquiry 

into Education and Training Zor the 
Accountancy Profession prepared by Pro- 
- fessor Solomons is welcomed by ACASS 
as the bagis for a serious debate on a 
long overdue reform and rationalization 
of accountancy education. 


In a statement issued this week, 
ACASS makes the following comments: 


‘The recommendations contained in 
the report reflect and vindicate much of 
what has been ACASS policy for some 
time, including: 

full-time education at polytechnics 

and universities, with the polytechnics 

and universities responsible for their 
own examinations and having their 
curricula validated by the’ Institute; 


an end to compulsory training con- 
tracts; 


training only to take place at recog- 


nized training firms and ar end to the 
arbitrary principal/student relation- 
ship; 

mandatory training records; 

a reform of the examination system and 
the introduction of open book exams. 


‘Whilst its initial reaction to the pro- 
posals is favourable, ACASS believes 
that the proposals should be considered 
in detail before any firm decision is 
taken on the report or any modifications 
proposed. ACASS proposes to hold a 
special council meeting of student society 
representatives in July to discuss the 
report and intends to define its attitude 
on the Solomons recommendations at 
its September Council Meezing. The 
Association is, however, firm in its 
belief that the report mus: not be 


‘shelved quietly without a thoroughgoing 


review of accountancy educaticn.’ 


A Studente View 
on the Proposals 


N his ‘Prospectus for a Profession’, 

Professor Solomons recommends that 
education be based on the public sector, 
and non-graduates should take a two-year 
diploma in higher education following an 
approved syllabus; non-relevant graduates 
are to study the same syllabus in a cne- 
year postgraduate course. In all cases 
this is to be followed by a period of three 
years’ recognized training to include 
four to five months’ practical instruction, 


ing their subject properly before com- 
mencing their training, scrappy part- 
time study and cramming is ore of the 
worst features of present accountancy 
education and will at last disappear. 


Graduate entry 


As the courses will be designated, all 
students will be eligible for grants and the 
main financial anomaly will no longer 
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why not go the whole hog and insist on- 
three and a degree? If nothing else it would 
tidy things up, improve overall academic 
standards and give further incentive to 
universities and colleges to experiment in 
their departments.. 

There has been much criticism, espec- 
ially by members of the ICA in England 
and Wales, of education methods and pub- 
lic sector colleges, but this must be partly a 
result of the colleges trying to meet the 
differing demands of all the accountancy 
bodies which require a wide variety of 
courses. If the polytechnics were able to 
channel all their resources and energy into 


- running one full-time course, with one 


basic syllabus, the problems would be 
considerably eased and the standards 
would be bound to improve. 


Lead for integration ` 
So soon after the report has been 


. published is not really the time to judge 


the content of the proposed syllabus, 
except to say that much of it is common 
to all the accountancy bodies and it is 
quite clear why Professor Solomons 
assumed the need for integration. This, 


however, is such a sensitive area — 


especially with the English Institute — 
that it would be very dangerous to base 
proposals on the success or failure of any 
future integration. 

The main area where the accountancy 
bodies need to’ get together is in the 
academic field and in encouraging the 
setting up of courses, and surely this 
could be achieved without raising the 
controversial issue of integration and 
possibly jeopardizing the Solomons’ 
proposals. 


Research neglected 


There is regrettably little mention of 
research or original work in the academic 
proposals, although it is accepted that the 
basic ground needs to be covered. Surely 
universities and colleges would welcome 
greater emphasis on research and would 
be only too pleased to encourage the 
student to carry out original work. 
Fellowship by some sort of test is 
again brought up, and this might well be 
done by thesis. Original ideas arid think- 
ing in the accountancy profession can 







-to the 22 weeks’ study at present required 
_ by the English Institute which culminates 
-in their Final examination. 


‘ar-ranging 

Professor Solomons has recommended 
e subjects which the test of professional 
-competence should cover, and these are 
` far-ranging. He also insists that there 
` should not be a test for which candidates 
an merely cram. If a candidate is ex- 
ected to cope with the test solely from 
the experience he has already received, 
_which is most unlikely to cover every 
aspect of the subject, is it not likely then 
that the practical instruction period will 




















,ESPITE an unprecedented expan- 
sion of services for members, the 
finances of London CASS showed a 
surplus of over {10,000 for the year 

1973. This is, by any standards, a great 
achievement considering that there was a 
deficit of over £7,000 when the present 
` committee took office. 
According to the annual report now 
` published, improved systems of control 
and subscription collection — some subs, 
it appears, had previously never been 
collected! — are among the factors 
which combined to bring about the 
record surplus. Yet despite such a pot 
of gold, this inflationary era is the major 
culprit in counselling the Executive to 
obtain permission from the London and 
District Society of Chartered Account- 
ants to increase entry fees to £4 (from 
<< f2"t0) and the yearly subscriptions to 
Go (from £5). 

Paul Hendrick, the Society’s Chair- 
«man, in his report to members, describes 
= the year as seeing the demise of CASSL 

as an ¢litist organization whose activi- 
ties were previously far removed from 
the real needs of members. 

A more positive stance has now been 
., taken through the Society’s various cam- 
` paigns aimed at improving conditions 
under which its members work. The 
= familiar salaries campaign to counter the 
situation ‘whereby members of the 
profession were willing to employ trainees 


FOR C.A. 
EXAM 
PASSES 


principal Accounta' 
Programming, 


be used to teach theoretical techniques 
which enable the students to pass the 
test? Some ICA students may well see 
this as a rose by another name — which 
smells no sweeter than the present Final 
Part II. 

Although these proposals are accept- 
able, there are obvious pit-falls to be 
avoided. Professor Solomons’ report is 
overdue and is a breath of fresh air to an 
old-fashioned profession. Its recom- 
mendations will raise problems and 
controversy among the professional 
bodies, but let us hope that the principles 
will be quickly accepted by all so that the 
problems can be constructively tackled. 


Financial Turnabout of London CASS 





Paul Hendrick 


without any regard for their standard 
of living’ has, says Paul Hendrick, been 
fully exposed in The Accountant, Re- 
sulting from this publicity, the campaign 
is beginning to bear fruit. 

He welcomes the change in attitude 
by the ICA in England and Wales 
which has ‘moved from one of open 
hostility’ to a position where it now 
insists on details of starting salaries being 
included in training contracts and the 
agreement also to publish information 
on starting salaries. 

Taking some credit for some of the 
proposals in the Solomons report, Paul 
Hendrick states that the report is not 
limited to the general training aspect 
but incorporates much of the Society’s 
education policy. For example, he says 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
ncy exams, and also in Banking, Book-keeping, 
Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 
Free 100-page book (without obligation on application to Careers Adviser, 
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FLEMING BIRCH PRIZES 


AT the annual general meeting on Ma 
Loch of the Leicestershire and North: 
amptonshire Society of Chartered Ac- 
countants, the Fleming Birch prizes 
were awarded to the following members 
of the Leicestershire and Northampton- 
shire CASS in respect of the 1973 
examinations of the ICA in England and 
Wales: 

















Intermediate 
March: T. G. Lloyd, articled to 
C. T. Chater, F.c.a., of Kettering. 













September: N. A. Karimjee, articled t 
Mr D. P. Harris, F.c.a., of Lough- 
borough. 






Final Part I S 
May: A. G. Davis, articled to Mr RK 
Hutchinson, F.c.a., of Leicester. 














































November: L. J. Grewcock, articled to Mr 
J. S. Twigg, A.C.A., of Leicester. 


Final Part II 
May: D. A. Price, articled to Mr D G. 
Browning, F.c.a., of Leicester. 


November: J. A. Lawrence, atticled 
Mr A. E. B. Foxwell, ¥.c.a., 


of 
Kettering. 





that the Society has been pressing for 
some time that student education sho 
take the form of six-month sandwich 
courses in the public sector. ‘Linke 
courses should be stopped as they 
restrict a student’s freedom of choice 
and therefore a free professional train- 
ing.’ 
On the soured relationship which arose 
a year ago between the Society and the 
LDS about the Society’s new rates, he 
welcomes the end of the diatribe. The 
new rates have been approved an 
broad measures of agreement between 
the two bodies have been reached. ` 
As announced in ‘Roundabout’ on 
May 16th, Paul Hendrick records th 
replacement of The Young Accountani 
with the Society’s own magazine. Such 
a move does not mean that the Society 
will ignore liaison with the professional 
press ~ ‘the widespread coverage t 
Society has received from this essential 
medium will continue to be sought’. 






Civil Service, Computer 









‘BIRMINGHAM CASS 

SUMMER COURSE 
WHATEVER Birmingham CASS arranges 
or its members, it never does things by 
alf measures. The Society’s summer 
esidential course at Bristol University 
rom July 24th to 27th is no exception. 
The theme of the course, which is for 
art I and Part II students, is ‘The 
orm and content of published accounts’. 
ics to be covered will include the 
terpretation of accounts, taxation of 
and transactions, estate duty, and SSAPs 
nd the statutory content of accounts. 
Nor is that all! There will be informal 
alks on inflation accounting and the role 
f the stockbroker. Members will also 
enefit by the fact that, as on. all 
irmingham CASS courses, group. dis- 
ussions will be led be qualified ac- 
ountants. 
It is expected that the course will 
tract a record number of applicants. 
e accommodation is limited, members 
advised to apply immediately for a 
enclosing the course fee of £20. 















































COMPUTERS AT BRADFORD 


mbers of Bradford CASS are sure to 
efit from a half-day course the Society 
arranged on June 6th, entitled 
puter audit’, 

Following an extensive tour of a com- 
er establishment, there will be an 
oductory talk on the many facets of 
aputer audits by Mr John Holt, F.c.a., 
Coopers & Lybrand. Applications to 
ttend should be made without delay to 
lartin Sarbicki, c/o Deloitte & Co, 
etherwood Chambers, 1a Manor Row, 
tadford BDı 4PB. 


FRAUD INVESTIGATION 


HERE will be a need for a good 
xcuse for absence from those members 
f Bradford CASS who miss the meeting 

the Society on June 26th at the 
entral Library, at 7.30 p.m., when a 
vember of Bradford’s Fraud Squad 
ill be talking about the organization 

methods of fraud investigation. It 
ight interest members to learn that 
omen are the greatest offenders in 
mall-scale fraud, and to learn more 

ut this and some of the big-time 
auds, members would do well to be 
sent. : 








LETTER TO ROUNDABOUT 


Deeds Not Speeches 


Sir, — With reference to Nasir Mehmood’s 
letter (‘Roundabout’, May 16th), com- 
menting on the remarks made by Pradip 
Pattni, Secretary of London CASS, at the 
annual dinner of Birmingham Overseas 
Students’ Association, I would like to 
clarify the position so far as the Overseas 
Students’ Committee of London CASS is 
concerned. 

As has already been pointed out in 
The Accountant and elsewhere, the basic 
aim of the sub-committee is to promote 
better understanding and relations between 
overseas trainee accountants, their prin- 
cipals and senior members of staff. The 
sub-committee hopes that everyone will 
work towards the achievernent of these 
objectives. 

Members of the executive committee 










are, of course, entitled to hold different - 
points of view regarding any issue and are 
free to speak or write on it without neces- ` 
sarily representing any particular sub- 
committee, 
Finally, I would like to point out that ` 
the Limited scope for trainin? in the smaller 
firms is only one of the many problems 
faced by the overseas students. Even in 
respect of training, they suffer the most, as 
the majority are articled to smaller firms. 


































Yours faithfully, 


A. RAZZAQ, 
Chairman, Overseas Students’ Sub- 
Committee, London CASS, and 

member of ACASS Executive: 


London NW38. 












| Observer's Column | 


Feeling Fraught? 


STUDENTS often see themselves as a breed 
apart. This occasionally has unwelcome 
manifestations — unwelcome for the 
Establishment in the short term and 
possibly for society in the long term. A 
brief skip through almost any history 
pages will reveal the revolutionary role 
which students have taken upon them- 
selves, and this is hardly surprising. On 
reaching mature intellectual age young 
men and women are struck by the 
inequities of the man-made world which 
surrounds them, a world which they 
played no part in constracting. They 
become increasingly aware of the mani- 
festations of greed and debasement which 
exist even within the legal and ethical 
framework of their society. 

Having newly discovered the full range 
of their intellectual powers through 
years of applied study to a variety of 
subjects of human concern, the disparity 
between the idealized state of man, as it 
might have prevailed in some Golden 
Age, and the fallen state which appears 
to be the reality, is a source of intolerable 
frustration. 

This sense of frustration has been the 


JOHN FOORD & CO. 
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positive grist to many a profound think- 
er’s mill. Shakespeare, for example, was 
no starry-eyed proponent of the order 
which patronized him. Yet he commented“ 
on it objectively, always reminding us of 
the essential humanity of the characters 
whose foibles, talents and weaknesses he 
depicts. 

But frustration with the failings of the 
man-made world can just as easily 
prompt a destructive response which 
strives merely to overturn the existing 
order. This process is unreasonable 
(yes, not reasonable) and once man’s 
sense of reason is abandoned, that which 
distinguishes him from lower orders of 
creation is lost. 

Each of these respective responses has 
its corresponding time-scale: the achieve- 
ments of the great and free mind are 
beyond quantification — they provide 
the cornerstones of new cultures and 
their period is measured in centuries. 
The time-scale of unthinking reaction, 
however, is the period which precedes 
the inexorable return to the state of 
bondage, whatever it may now be 
called! 
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PROFESSIONAL NOTICES 


Benjamin, Kay & Brummer, Certified 
‘Accountants, announce that Mr J. J. 
MESSIAS, A.C.A., has been admitted into 
partnership. 

Com & Co, Chartered Accountants, 
announce that on May 1st, Mr STEPHEN 
W. Kayne, A.C.A., became a partner in 
the firm and on the same date an 
additional office was opened at 109 
Stand Lane, Radcliffe, Manchester. 


H J. Froox & Co, Certified Ac- 
countants, announce that Mr J. L. 
WHITE, A.c.c.A., has been admitted to 
partnership. 


Mrcnagt, Groom & Co, Chartered 
Accountants, announce that from June 
3rd their address will be 1 Tettenhall 
Road, Wolverhampton; telephone 27129. 


JosoLyNE LAYTON-BENNETT & Co 
announce the opening of an office in 
Geneva, Switzerland, practising in the 
name of Josonyne, HUNZIKER, S.A. from 
2 Rue Saint-Leger, Geneva, Switzerland. 
The resident director is Mr Roger F. 
Hunziker, F.C.A. 


PANNELL FITZPATRICK & Co announce 
the retirement on April 30th, 1974, of 
Mr W. Avex Crowe, senior partner in 
their Isle of Man and Liverpool offices 
for many years. Mr CROWE commenced 
his service in July 1924 with W. H 
Waker & Co and became a partner 
also in the London practice of PANNELL 
FITZPATRICK & Co in April 1971 when 
W. H. WALKER & Co amalgamated their 
practices with PANNELL FITZPATRICK & 
Co, 

Nevi.Le RusseLt & Co, Chartered 
Accountants, announce the recent ad- 
mission as partners of Mr J. T. L. 
Hart, A.C.A., at West Bromwich, and of 
Mr A. N. RUSSELL, F.C.A., at Brighton 
and Hove. 


WATERWORTH, Rupp & Hare, Char- 
tered Accountants, of Central Buildings, 
Richmond. Terrace, Blackburn, announce 
that Mr ALAN T. ROWNTREE has been 
admitted into partnership. — 





APPOINTMENTS 
Mr David J. Bader-Clynes, A.C.C.A., 
has been appointed financial director 
of Alfred Bader, the South London 
lamp-making machinery specialists. 

Mr J. Divers, CA. has become assistant 
manager, accounts department, of the 
National Farmers Union Mutual In- 
surance Society. 

Mr Derek N. Hall, F.c.a., has been 
appointed financial director of 
Butterfield-Harvey. 

Mr W. Ian Hamilton, F.c.a., is to become 
deputy general manager (finance) of the 
newly formed Leicester Building Society. 


Mr Eric Hollis, F.c.c.a., has become 
finance director of the Securicor Group, 
with effect from June 24th. 


Mr J. C. Jones, a.c.c.a., has been 
appointed Principal Lecturer at the 
Hong Kong Polytechnic. 

Mr J. A. Odeyemi, a.c.c.a., has been 
appointed financial director of James 
Kilpatrick (Nigeria). 

Mr Amory A. Pakenham-Walsh, M.a. 
(DUBLIN), M.A.(OXON,), F.C.C.A., J.DIP.M.A., 
director, Graduate Course in Adminis- 
tration, Trinity College, University of 
Dublin, has been elected to the board 
of IBM. Mr Pakenham-Walsh is a 
member of Council of The Association of 
Certified Accountants. 

The Viscount De L'Isle, vc, K.G., 
PC G.C.M.G., G.C.V.0., K.ST.J., D.L., 
M.A., F.C.A., has been re-elected chairman 
of Phoenix Assurance. 





Mr H. T. Nicholson 


Mr Hugh T. Nicholson, F.c.a., form- 
erly senior partner of Harmood Banner 
& Co (now Deloitte & Co) has joined 
the board of United Gas Industries. He 
will become chairman on the retirement 
of Colonel G. W. Raby, c.B.£., at the 
company’s annual meeting in August. 

Mr Nigel Payne, A.c.M.a., has been 
appointed secretary and financial director 
of Conder (Wales), a new company 
formed by the Conder Group. 

Mr Geoffrey J. Ross, a.c.a., has 
become an associate director of London 
City & Westcliff Properties. 

Mr Robert Campbell ‘Thornton, 
A.C.C.A., has been appointed chief execu- 


Viscount De L'Isle 





tive of Debenhams with effect from 
July ist. 

Mr W. A. Tulloch, B.A., CA, has 
been elected chairman of Scottish Unite 
Investors (Management). Messrs R. Y. 
Smith, B.L., C.A., J. B. Walker, c.a., and 
G. M. A. Crawford, A.C.C.A., have been 
appointed executive directors. 

Mr J. S. Tysoe, a.c.c.a., has becom: 
deputy financial adviser of the Electricit 
Council with effect from June rst. 

Mr Sydney Ward, F.c.a., LPRA. 
formerly borough treasurer of the Londo 
Borough of Redbridge, has joined th 
Economist Intelligence Unit as consultan! 
director of its local government division 























NEW PRESIDENT OF 
BUILDING SOCIETIES 
INSTITUTE 


At the annual dinner of the Building 
Societies Institute held in London. 
recently, Mr Eric Argent, F.c.a., general 
manager of Hastings and Thanet Build- 
ing Society, was installed as National 
President for 1974-75. 

Mr Argent joined Hastings and Thane 
in 1959, and was appointed secretary an 
chief accountant in 1961, becomin 
general manager in 1966. 


BARCLAYS’ NEW 
CHIEF ACCOUNTANT 


Mr David Garlick, F.c.a., has been ap 
pointed chief accountant of Barclays Bank 

Mr Garlick served articles with A, C 
Roberts, Wright & Co. He qualified as 
member of the Institute in 1955 and in th 
following year joined Touche, Ross & Co 

In 1963 he became chief accountant o 
Diamond H. Controls, returning to 
Touche, Ross & Co as manager in 1965 
He was appointed assistant group chief 
accountant of Trafalgar House Invest- 
ments in 1969, and since 1971 has been 
deputy treasurer of Barclays Bank. 


PAYMENT OF DEATH DUTIES 


As from June rst, all payments sent by 
post to the Inland Revenue Departmen 
in respect of Death Duties should be 
addressed to: ` 
AG (Cashier) 
Inland Revenue (A) 
Barrington Road, Worthing 
Sussex BN12 4XH 
and not ~ as previously — to Somerset 
House, London WC2. 

Facilities will remain available at 
Somerset House for payment at the 
counter by personal callers. 

Receipts given on Inland Revenu 
affidavits and accounts which have pre 
viously carried an embossed. red “Estat 
Duty Paid’ stamp will in future bear a 
impression of the -Accountant-General! 
‘Paid’ hand stamp. ; 






PRESIDENT OF HUMBERSIDE 
CHARTERED ACCOUNTANTS 
-At the annual meeting of The Humber- 
side and District Society of Chartered 
Accountants — formerly The Hull, East 
_ Yorkshire and Lincolnshire Society — Mr 
_ Max Donald Raettig, F.c.a., was elected 
President for 1974~75. 

Mr Raettig, a partner in Hodgson, 
"Harris & Co, of Hull, was admitted to 
membership of the Institute in 1949 after 
oining Carlill, Burkinshaw & Ferguson 
the previous year; he became a partner 
in 1957. Carlill, Burkinshaw & Ferguson 
merged with Hodgson, Harris & Co in 
1972. e 
For many years, Mr Raettig has served 
as a member of the committee of the Hull 

































iterary and Philosophical Society, of 
‘hich he is President. 

Other appointments made at the meet- 
cing were, Vice-Presidents ~ Senior: Mr T. 
E Hodgson, F.c.a., Junior: Mr N. S. 
“Staveley, F.C.A., 

Treasurer: Mr J. R. Gillingwater, F.c.A. 
_ Secretary: Mr E. G. Chadwick, ¥.c.a., 

Fawley Judge & Easton, 1 Parliament 

treet, Hull (0482 224763). 


S STATUTORY AUDIT 
REQUIREMENTS IN DENMARK 


‘The third in the series of comparative 
“studies published by Chartered Account- 
ants’ Trust for Education and Research 
on statutory audit requirements relates to 
Denmark. There are a number of 
apparent similarities between Danish and 
UK practice, including the preparation of 
onsolidated accounts by holding com- 
“panies, the need for auditors to hold 
‘appropriate professional qualifications, 
and provision for shareholders in certain 
‘circumstances to requisition an inspection 
of some aspect of the company’s affairs. 

It is emphasized in the foreword that 
the present booklet is not intended as ‘an 
exhaustive or authoritative statement or 











interpretation of the law and practice’ in 
either country. Denmark’s company law 
which forms the basis of the present 
comparison came inte ferce only on 
January 1st, 1974, and experience of its 
functioning is correspondingly limited. 

Statutory Audit Requirements in Den- 
mark is available from Chartered Ac- 
countants’ Hall, Moorgate Place, London 
EC2R 6EQ, price £2°50 post free by 
surface mail. The two previous booklets 
in the series, dealing with Germany and 
France, were mentioned in The Account- 
ant of September 6th, 1973, and are also 
available at the same price. 


LATEST DEVELOPMENTS IN 
EUROPEAN COMMUNITY LAW 


A course of four seminars will be held 
at Gresham College between June 3rd 
and 24th — a continuation of the series 
of law courses organized by the Graduate 
Business Centre of The City University. 
The seminars will take place on Monday 
evenings, starting at 6 p.m. 

The seminars are designed for lawyers, 
accountants, company seeretaries and 
other executives, to acquaint them with 
the latest developments in European 
community law, especially those affecting 
the law of competition, licensing, merger 
control, the European company and the 
European patent. 

The speakers will be Professor Clive 
M. Schmitthoff, LL.M., LL.D., DR. Jur., 
of The City University and the University 
of Kent, and Mr Peter Ford, LL.B., 
Consultant in Business Law Studies, 
The City University. 

For further information contact the 
Course Secretary (L12), Graduate Busi- 
ness Centre, The City University, 
Gresham College, Basinghall Street, 
London EC2V 5AH (o1r-233 4399, ext. 


395). 


CENTENARY COMPETITION 


Members and registered students of 
the accountancy profession are re- 
minded that they have until June 
30th to submit entries før The Ac- 
countant Centenary Year Article Com- 
petition, full details of which were 
announced in our issues ef February 
28th and March 14th. 

Prizes of £250, £150 and {100 will 
be awarded to the authors of the three 
winning entries, which will also be 
reproduced in our centenary issue of 
October 3rd, 1974. Other entries 
will be eligible for consideration at 
our normal rates of remuneration 
for contributed articles. 

Entry forms are available on request 
from the offices of The Accountant, 
151 Strand, London WC2R (JI. 


LEICESTER AND NORTHANTS 
SOCIETY’S NEW PRESIDENT 
At the annual meeting of the Leicester- 
shire and Northamptonshire Society of 
Chartered Accountants, Mr A E. B. 
Foxwell, F,c,A., was elected President for 
1974-75. 
Mr Foxwell, a partner in Thornton 


Baker & Co, Northampton, served- his 
articles with Smith and Harting, of 
London, being admitted to membership 
of the Institute in 1939. After the war, 
he joined Price Waterhouse in London, 
and in 1952 was admitted into partner- 
ship with Cattell and Chater, of Kettering, 
who amalgamated in 1966 with Thornton 
Baker & Co. 

Mr J. A. Davison, F.c.a., is the 
senior Vice-President, while Mr J. P. 
Ord, F.c.a., becomes junior Vice-Presi- 
dent. Mr W. Sowman, F.C.A., of 37 New 
Walk, Leicester LE: 6TU, is secretary 
of the Society. 


MANAGEMENT ACCOUNTING 
COURSES 


Among seminars to be held in June by 
Management Courses are three which 
should be of particular interest to manage- 
ment accountants. The first, “Marketing 
management and the management ac- 
countant on June 1rth, will consider 
information for marketing management, 
pricing decisions, and distribution cost 
analysis. Speakers will be Mr W. C. F. 
Hartley, F.C.A., F.C.M.A., J.DIP.M.A., and 
Dr J. M. S. Risk, B.COM, CA, F.C.M.A., 
J.DIP.M.A., F.C.LS., F.INST.A.M., F.B.LM., 
F.1.M.C. The next day, June rath, the two 
speakers will discuss effective cash fore- 
casting and cash control. 

On June 13th the subject will be: 
‘Added value techniques and the manage- 
ment accountant’, covering such topics as 
gross and net added values, productivity 
calculations and the use and abuse of 
added value. 

All the courses will be held at the 


































‘Prince of Wales Hotel, De Vere Gardens, 
London W8. The fee is £30+VAT for 
each, including coffee, lunch and tea 
together with course documentation; 
further information is available from 
` Management Courses Ltd, PO Box 40, 
Amersham, Bucks HP6 5QG (024-03 
6699). 


CHARTERED ACCOUNTANTS’ 
‘BENEVOLENT ASSOCIATION 


Ar a recent meeting of the CABA 
` Management Committee, with Mr Henry 
Peat, President of the Association, in 
the chair, eleven members were 
present. One new application was con- 
sidered, from the widow of a chartered 
accountant who had died suddenly. A 
grant was made to supplement the State 
allowance for herself and her youngest 
child who expects to go on to university 
later this year. 

Forty applications for the renewal of 
grants were received. Account was 
taken of the increasing rise in the cost 
of living and further grants were made, 
many at a higher rate. 

A nomination was given for a place in 
one of the homes of Crossways Trust. 


SOUTH EASTERN SOCIETY'S 
NEW PRESIDENT 


Mr R. B. M. Knight, J.P., F.C.A., a 
partner in Chater, Spain Brothers (for- 
merly Chater, Knight, Tyson & Co), of 
Brighton, has been elected President of 
the South Eastern Society of Chartered 
Accountants. 

Mr Knight was admitted to member- 
ship of the Institute in 1951, and has 
practised in Brighton for more than 23 





years. As an articled clerk he served on 
the committee of the Students’ Society 
and was treasurer. He was secretary and 
later chairman of the Brighton Local 
Members Group of chartered account- 
ants. i 

A member of the committee of the 





South Eastern Society for eight years, 
Mr Knight has served on various sub- 
committees, and was also District Infor- 
mation Oficer. 

He is a Justice of the Peace for the 
Borough of Brighton, and is Chairman of 
the Central Brighton Boys’ Club. 

Married with three children, 
interests include golf and ski-ing. 

The new Vice-President of the Society 
is Mr K. Mashford, F.c.a., of Worthing. 


his 


INFLATION AND COMPANY 
FINANCE 


Joint Conference in London 


Problems of cash management, liquidity 
and the likely course of the UK economy 
during the coming year form the subject 
of a two-day conference jointly sponsored 
by the Financial Times and The Institute 
of Chartered Accountants in England 
and Wales, to be held at the Royal 
Lancaster Hotel, London, on June 26th 
and 27th. 

Prospective speakers, according to the 
draft programme, will include Mr A. W. 
Clements, deputy treasurer of ICI; Mr 
R. G. Wilson, F.c.a., chairman of British 
Engines and a member of the Institute’s 
Council; Mr P. G. Corbett, F.c.a., a 
partner in Peat, Marwick, Mitchell & Co; 
Mr Alun Davies, executive director, 
Rio Tinto-Zinc Corporation; and the Rt 
Hon. Robert Carr, M.P. 








CROSSWORD SOLUTION 

The solution to the crossword ‘Playfair’, 
compiled by Kenneth Trickett, F.c.a., 
which appeared in last week’s issue, is as 
follows: 




















‘Playfair’ word square ~ 


S U B OR 
D I NAT 
E L Y C E 
G H KMPP 
O VW XS 3 
The codeword was: 
SUBORDINATELY. 


17, FAIRLY; 27, SQUARE; 16, DROP 
23, ARTS. 





In Parliament 


Wills 


Mr GREVILLE JANNER asked the Attorney- 
General whether, in view of the decision 
of Mr Justice Goff in the case of re 
Beadle deceased; Mayes and another v. 
Beadle [The Accountant, March 21st], he 
will now introduce legislation to amend 
the law on the formalities required for the 
making of a valid will. 

The ATTORNEY-GENERAL: My noble 
friend has noted that decision, but con- 
siders that any proposals for changing the 
law should be preceded by the usual 
process of research and consultation. The 
Law Commission has given preliminary 
consideration to this amongst other prob- 
lems affecting wills. Further progress 
must depend upon priorities, but I shall 
inform my noble friend of my hon. and 
learned friend’s interest. 


Hansard, May 3rd. Written answers, 
col. 596. 


Value Added Tax 


Mr TROTTER asked the Chancellor of the 
Exchequer what would be the estimated 
cost to the Exchequer if, for VAT pur- 
poses, suppliers were allowed relief in 


respect of bad debts incurred by them. 

Dr Gun: It would not be possibl 
to make a reliable estimate. 

Mr Trotter asked the Chancellor of the 
Exchequer what increase would have to 
be made in the £5,000 exemption limit 
for value added tax in order to restore 
the limit to the same real value as when 
VAT was introduced; and what would 
be the estimated annual cost to the 
Exchequer if the limit was so raised. 

Dr GILBERT: Theexemption level would. 
need to be raised to about £5,700; this 
reflects the increase in the General Index. 
of Retail Prices over the last year. The 
net loss of revenue would be of the order. 
of £5 million in a full year. 


Hansard, May 6th. Written answers, 
col. rr. 


Maintenance Payments: Taxation 


Mr Jesse asked the Chancellor of the 
Exchequer what, under the Budget pro 
posals, is the marginal tax rate upon the 
maintenance payments to a divorced or 
separated woman of over £1,000 a year 
why such maintenance payments ar 
taxed as if they are unearned investment 









income; and, in view of the hardship 
likely to be caused by this anomaly [The 
Accountant, April 4th and 25th], whether 
he will review the proposal. 

Dr Grpert: The marginal rate of tax 
depends on a taxpayer’s total income and 
the personal allowances and reliefs due. 
Maintenance payments have always been 
regarded as investment income for tax 
purposes; I have, however, noted the 
hon. gentleman’s views. 

Hansard, May 6th. Written answers, 
col, 12. 


















Overseas Earnings: Consultancies 


Mr Perew Miis asked the Chancellor 
of the Exchequer, in view of the effect of 
the recent change in taxation of overseas 
earnings from a remittance basis to the 
earnings basis, if he will take steps to 


James Walter Barry Leach, F.c.a., of 
5 Burlington Lane, Chiswick, London 
4 having been found guilty of mis- 
conduet 

(a) in that he at London without good 
= cause failed within a reasonable 
time to reply to the usual profes- 
sional enquiry letter addressed to 
him on 23rd October 1971 by a 
firm of accountants concerning the 
affairs of a client 


(b) and in that he at London without 
good cause failed within a reason- 
able time to reply to a letter 
addressed to him in his professional 
capacity on 26th November 1973 by 
a firm of accountants 


(c) and in that he at London without 
good cause failed within a reason- 
able time to reply to a letter ad- 
dressed to him by the Institute on 
3rd January 1974 concerning a 
complaint against his professional 
conduct 


HIS PRACTISING CERTIFICATE WAS WITH- 


-DRAWN and he was ordered to pay £50 by 
way of costs. 























2. Kenneth Brian Price, F.c.a., of 42 
Theobalds: Road, Leigh-on-Sea, Essex 
“having been found guilty of misconduct 
` (a) in that he at Leigh-on-Sea despite 
`. ‘having been reprimanded by the 
Disciplinary Committee on 20th 
November 1973 for failure within a 


preserve invisible exports derived from 
consultants overseas and to prevent the 
loss. of skilled professionals to other 
world bodies [The Accountant, April 18th]. 

Dr GILBERT: I have noted the hon. 
member’s points, which he will have an 
opportunity to pursue when the Finance 
Bill, which gives legislative effect to my 
right hon. friend’s Budget proposals, 
comes before Parliament. 


Hansard, May 8th. Written answers, 
col. 188. 


Degrees and Diplomas 


Miss Fooxes asked the Secretary of 
State for Education and Science if he will 
introduce legislation te end the practice 
of awarding bogus degrees and diplomas. 

The MINISTER oF STATE, DEPARTMENT 
OF EDUCATION AND SCIENCE (Mr GERRY 


reasonable time to reply to a letter 
addressed to him by the Law 
Society on 3rd May 1973 and des- 
pite having been on 21st December 
1973 informed by the Institute 
that a reply to the letter from the 
Law Society which he claimed had 
been sent by him on 24th August 
1973 had not been received by the 
Law Society and despite an oral 
undertaking given by him to the 
Institute on 21st December 1973 
that he would write to the Law 
Society immediately after Christ- 
mas 1973 had nevertheless and 
without good cause failed to com- 
municate with the Law Society by 
6th February 1974 


(b) and in that he at Leigh-on-Sea 
without good cause failed within a 
reasonable time to reply to a letter 
addressed to him by the Institute 
on 21st December 1973 concerning 
a complaint made against his 
professional conduct 


was EXCLUDED. 


3. Leonard Waltzer, F.c.a., of 257 Seven 
Sisters Road, Finsbury Park, London 


N4 having been found guilty of mise 


conduct . 


in that he at London on 28th 
November 1973 pleaded guilty to or 


was found guilty of seven.counts of 


causing to be delivered to Inspectors 








„byway of ¢ 


Fow.er): We disapprove strongly of the 
iniquitous trade in bogus degrees and 
diplomas. My right hon. friend. is con- 
sidering what effective measures he can 
take in this field, and the possibility of 
legislation will be carefully examined. 

Miss Fooxrs: May I ask that this be 
a speedy process, since we have Known 
about the scandal for some time and 
various suggestions for remedying it have 
been put forward time and again? [The 
Accountant, January 1oth]. 

Mr. Fow.er: We shall make haste as 
rapidly as we can. I must remind the 





House that the Government have been : 


in power for only a few months, [Hon: 
Members: “Too long.’] We will move as 
quickly as we can. 


Hansard, May 14th. Oral answers, 
col. 1095. 


The Institute of Chartered Accountants 


of Taxes documents containing 
false statements with intent to 
defraud and to the prejudice of Her 
Majesty The Queen and the Com- 
missioners of Inland Revenue 

was EXCLUDED. 


4. Donald Rex Wells, #.c.a., of 28 
Hasilwood Square, Coventry, Warwick- 
shire having been found guilty of mis- 
conduct 


(a) in that he at Coventry without good 
cause failed within a reasonable 
time to reply to a letter addressed 
to him in his professional capacity 
by an accountant on the 23rd June. 
1973 

(6) and in that he at Coventry despite 
having on 20th September 1973 
undertaken to provide ‘within the 
next few days’ certain information 
relating to the affairs of a former 
client of his but then a client of 
the aforementioned accountant had 
nevertheless not made good his 
promise by 7th February 1974 


` (c) and in that he at Coventry without 
“good cause failed within a reason- 
able time to reply to a letter 
addressed tohi 7th November 
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responsibility for 
training newly ; 
_articled clerks... 


should ensure that the best course of action 
for their newly articled clerks is to enrol 
with the Metropolitan College. 


All bona fide Principals who are considering the postal coaching 
arrangements for their newly articled clerks are invited to inspect 
a copy of the Metropolitan College Study Manuals, to see for 
themselves that the contents are thoroughly up to date and 
designed specifically to give progressive and carefully graduated 
instruction, backed by a businesslike tutorial service that receives 
the constant and enthusiastic commendation of the students. 





LINKED PRIVATE STUDIES. 
The Luton College of Technology and Metropolitan College now 
offer facilities for integrated oral and correspondence tuition. 


ONE WEEK ‘PEP’ COURSES -—to assist students in areas of 
weakness. 


WEEK-END RESIDENTIAL ‘PUNCH’ COURSES - for intensive 
concentration on particular subjects. 










For details of these, and other linked courses write to: 
Metropolitan College, St Peter's Street, St Albans AL1 3NE. 


"FAST AIRMAIL SERVICE FOR OVERSEAS STUDENTS 
AT NO EXTRA COST.’ 


Accredited by the Council for the Accreditation of Correspondence 
Colleges. 


Member of the Association of British Correspondence Colleges. 


POST COUPON NOW! 


To the Principal, B. Mendes, B.Sc.(Econ.), F.C.A., Dept A1/17 
Metropolitan College, St Peter's Street, St Albans AL) 3NE. 


of your Study Manuals. 
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Please send me, without charge or obligation, a copy of one | 
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Metropolitan College 
unassailable record of 
Examination Successes 


Atithe professional accountancy examinations, for 

which the Metropolitan College provides Expert 

Postal Tuition, students from the College have 
obtained — 


MORE THAN 50,000 
PASSES and MORE THAN 
1,400 DISTINCTIONS 
MEDALS and PRIZES 


NR WE 
Be guided by the 
experience of others 


TAKE ACTION NOW! Write TODAY for a free copy 
of the College Accountancy Prospectus (stating 
the examination in which you are interested) to the 
Metropolitan College (A1/17), St Peter's Street, 
St Albans AL1 3NE, or CALL at the London 
Advisory Office, c/o The Association of British 
Correspondence Colleges, 4 Chiswell Street, 

London EC1Y 4UR Tel. 01-628 2721 
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VALVUGERS 
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Specialists in 


STOCKTAKING 
and | 


VALUATIONS 


for every purpose 
in all trades and industries 
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-9 Golden Square, London WIR4BY 
Telephone O1~-434 1718/9/0 ~ 
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“You know 
what youcan do 


with your ACA’ 


I did, w ees heard my results. 

I knew exactly where I was going. What I was going to do. 

And who I was going to do it with. Which firm, 
that is. But my story isn't particularly 

Ss representative of the current market. 

Take you, for example and the 

very reasons youre 

reading this ad... 


SE 






there when you've got there. 
But more important—just how 
wise that move is, in relation to 
your own career development. 
All our consultants are 
qualified, like yourself. The only 
difference is that we've been 
through the era on which you 


J Over the past few years we 
have been building a reputation., 
For placing the right people in 
the right jobs. At the right time. 
Over this period we've 
gained a detailed knowledge of 
the market. We've carried out 
projects for many firms, both 









“right now we can place 


newly qualified personnel in 

18 major locations in the U.K, 

and around 200 offices overseas. 

SC levels range from 
2,700-£3,750 in the U.K. and up 

e ‘£6, 000 plus benefits overseas: 









Douglas Llambias A.C.A. ATLI 


large and small. We've advised 
numerous accountants, both 
young and old. We've built up a 
comprehensive dossier on living 
and working conditions. 

All over the U.K. All over the 
world. How much it would cost 
to move. What it's like to live 


are now embarking. 

We've already got large 
firm and small firm experience. 
We know that we can advise 
you as to the most suitable and 
successful route to take. But the 
journey starts at 410 the Strand. 











Douglas Llambias 
Associates Ltd., 
410, Strand, 
London WC2R ONS. 
Telephone 01-836 4086 
24 hour service} 
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The Company in Society 


2 |X recent times there has emerged a degree of concentra- 
-Ftion of corporate industrial power which even the most 
detached observer concedes needs to be controlled. 
“Basically, there are three problems posed by the modern 
corporation and the separation of control and ownership 
which is its outstanding characteristic. The first is ac- 
S countability of the directors to the shareholders ; the second 
is responsibility of the owners to employees; the third is the 
need for the corporation to take into account the wider 
public interest. 
~The means of attaining these three rather different 
` objectives is not surprisingly a matter for debate. As a 
contribution to that debate the Labour Party has pub- 
lished the report of a subcommittee under the title The 
Community and the Company. The colour of the cover 
apart, it hardly provides the detached objective review of 
the various options open to the government and public 
which the official Green Papers of recent times seek to 
achieve. The document, prepared by a study group whose 
membership included the present Secretary of State for 
Industry and Trade, Mr Wedgwood Benn, offers a dis- 
tinctive policy based upon centralized state power and 
control. 

What the paper refers to as a Socialist Companies Act 
„designed to obtain control in the public interest over the 
< private sector is to be achieved along three parallel lines of 

policy. First, a new structure for the relationship between 

the company and its workers must be established ; second, 

a Companies Commission would regulate companies and 

financial institutions; third, the scope of disclosure in the 

public interest and in the interests of employees would be 
“considerably widened. 

The need for effective representation of employee 

_ interests within the modern company is no longer a matter 
for debate; the real issue is how it can be most satisfactorily 
achieved. For the authors of the paper there is no problem; 
-the object is the extension of the workers’ share of power in 
-the company. 
A two-tier board structure is recommended and that 
choice is dictated by the need to ensure that the ‘top 
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board’ on which workers’ representatives sit does possess 
real rather than theoretical power to supervise aspects of 
management. There would be 50 per cent worker-elected 
and so per cent shareholder-elected supervisory boards. 
The former representatives need not be employees of the 
firm but could be trade union officials or outsiders nomin-. 
ated by the union. 

Perhaps the most interesting point to emerge from the 
proposals is that this system would be applied to both 
public and private companies; indeed, the TUC has 
already suggested that such control should apply to a 
companies employing 200 or more. It is noteworthy tha 
in the authors’ view, ‘worker representatives must be fre 
to pursue the interests of their constituents’ since it is ‘n 
necessary that they should have the same rights and dutie 
as other members of the capitalist supervisory board’, ` 

No one concerned with City affairs believes that all there 
is perfect; it is no surprise that the Labour Party committe 
shares that view. It proposes a new public supervisory 
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bddy to be known as the Companies Commission, which 
ould have a wide range of activities impinging upon all 
aspects of City life. Accordingly, it would be concerned 
ith take-overs, the monitoring of company affairs, super- 
vising the securities market, as well as such diverse matters 
as stockbrokers’ circulars, insider dealing, and share dealing 
by the staff of financial institutions. Appropriate sanctions, 
including recourse to the criminal law, would be available 
*to the Commission to enforce its requirements. 
The matter of disclosure of information has long been 
debated ; not even the most detached observer of the current 
scene would claim that progress has always been as fast as 
might have been wished. The problem of disclosure, as the 
Labour Party committee recognizes, is that there are 
numerous matters ranging from labour turnover, ad- 
ministrative and distribution costs, state of the order book 
and investment policies’, many of which should be dealt 





with outside the framework of a new Co 

The amount of information which needs to be disclosed 
depends upon the size and importance of the company. 
However, for all companies the paper proposes that there 
should be ‘flow of funds statements, full details of all 
transactions between the company/its subsidiaries/as- 
sociated companies/managers of the employee pension 
funds, together with details of any share dealings by such 
trustee/managers in the companies’ securities’. 

Many of the proposals would involve an extension of the 
work carried out by auditors; e.g., ‘the auditing of flow 
of funds statement, directors’ reports, and also the more 
rigid enforcement of accountancy standards and principles’. 
The authors of the report are not deterred by any lack of 
evidence from suggesting that ‘this will, inevitably, in some 
circumstances, produce an increasing element of conflict 




















































HE month of May 1974 had been 
‘avery important. one for the 
titute and for the accountancy pro- 
fession, said Mr E Kenneth Wright, 
A FCA., President of The Institute 
of Chartered Accountants in England 
ind Wales, in moving the adoption of 
the report and accounts at the annual 
meeting of members last Tuesday. 

, Among the outstanding events of the 
month had been publication of the 
ovisional standard of practice on 
accounting for changes in the pur- 
chasing power of money, which had 
received a generally favourable re- 
sponse in the financial press, and 
important backing from the Council 
of the Stock Exchange. 

There had also been the inaugura- 
tion of the South Essex District 
Society; the first meeting of the 
Consultative Committee of Account- 
ancy Bodies; the Solomons’ report; and 
the conclusion of arrangements for reci- 
procal membership with The Institute 
of Chartered Accountants of Australia. 
He expressed disappointment that 
e Finance Bill once more contained 
) provisions for the treatment of 
nsions which retired partners re- 
ived from their firms as earned 
ather than as investment income. 
his, the President said, was at vari- 
ance. with the treatment of other 

nsions; it was a long-standing 
anomaly and an injustice. 


The principal speaker from the 
floor was Mr A. St J. Price, F.c.a. 
(York), who, while appreciative of 
the work which had been done by 
the Council in many directions, 
thought that the report showed little 
understanding of the basic problems 
of communication with members. In 
any one year, he suggested, only 2 or 
3 per cent of members played any part 
in Institute activities. 

Replying, the President pointed out 
that, with the easing of the financial 
stringency which had beset the Insti- 
tute in recent years, the 1973 report 
was approximately twice the size of its 
predecessor — ‘and we would hope that 
it contains twice as much useful infor- 
mation’. 

The major part of the meeting was 
devoted to two resolutions in the 
names of Mr P. Pennington Legh, 
A.C.A., and his associates; for which, it 
was clear from the outset, the meeting 
had considerable sympathy in their 
general objectives, but no less sub- 
stantial misgivings as to the means 
proposed. 

The first of these resolutions called 
on the Council ‘in recognition of the 
responsibility which the Institute has 
towards society’, to establish and 
maintain a programme of free or 
subsidized advice for the benefit of 
needy sections of the community. 

Moving this, Mr Pennington Legh 


between directors and auditors’. 


English Institute’s Annual Meeting 


claimed that the existing facilities of 
the DTI smaller firms’ centres, the 
Smaller Businesses Association, the 
banks and Citizens’ Advice Bureaux 
were all in various ways inadequate to 
the need. He hoped that such advice 
could be subsidized by government, by 
local authorities and by industry as 
well as by the Institute and its mem- 
bers. Further, the Institute should be 
prepared to sponsor more informative 
advertising of the services which its 
members could offer. 

Seconding the resolution, Mr Terry 
Webb, A.C.A., saw a need for more 
accounting services to the smaller 
enterprise than were being given at 
present. The Institute should fulfil 
that need and in doing so would 
generate more, and not less, work for 
accountants. At present, ‘inescapable 
commercial motivation’ was leading ` 
to inroads by banks in areas which had 
hitherto been the responsibility of 
accountants. 

Several following speakers, includ- 
ing Mr Halmer Hudson, F.c.a., Mr 
D E. Heady, F.c.a., and Mr D. G. 
Kelly, F.c.a., stressed the difficulties 
which would follow implementation of 
the resolution according to its terms. 

Mr Kelly, though with every sym- 
pathy for the aims of the resolution, 
feared that it would create ‘a vast rift’ 
and annoy a number of smaller practi- 
tioners, who already felt that they 









were ignored and left out of Institute 
affairs. ~ 
A somewhat ill-tempered contribu- 
tion from Mr Nigel Hopkins, A.C.A. 
` (Bristol), which revealed considerable 
` personal dissatisfaction with a number 
cof the Institute’s policies, but little 
relevance to the resolution, attracted 
little sympathy from the audience. 
Mr Richard Simons, A.C.A., referred 
to the work already being done by the 
Hendon Financial Advisory Bureau 
(The Accountant, May 23rd and 3oth), 
and thought that the Council’s support 
was necessary to ensure that the help 
which chartered accountants could 
_ give to society was fully investigated. 

Responding to the debate, the 
President said that the resolution 
showed a concern for the under- 
privileged which was in accordance 
with the best traditions of the profes- 
sion. Members were already making 
‘a massive voluntary contribution’ in 
many ways to the society in which they 

lived. He was, however, unhappy 
about the form of the resolution, which 
called upon the Council in mandatory 
terms to undertake a task with con- 
siderable problems of organization, 
- finance and responsibility. 
He accordingly proposed an amend- 
ment to the resolution, committing the 
Council to ‘examine the need for, and 
the financial and other implications of’, 
such an aid programme. This was 
readily accepted by Mr Pennington 
Legh, and passed by a large majority 
of members. 

Objections to the second resolution, 
for creation of a ‘Young Accountants 
Group’ with branches ‘founded by and 
upon. the district societies’, centred 
upon the fact that such an organization 
would be inevitably divisive, and that 
younger members should play a more 
active part in the existing district 
society structure. 

Again, on an amendment moved by 
the. President, the resolution was 
passed in the form that ‘a Young 
Chartered Accountants’ Group should 
be created by each district society’. 
Seven such groups, it appeared, were 

- already in existence. 

A well-merited vote of thanks to 

the President from Mr D. G. Kelly, for 
his sympathetic and kindly guidance 
of one of the most lively annual meet- 
ings of recent years, was carried by 
acclamation. 
















R KENNETH JOHNSTON 

SHARP, T.D., M.A., F.C.A., this 
week succeeds Mr E. K. Wright, M.A., 
F.c.A., as President of The Institute 
of Chartered Accountants in England 
and Wales. Mr Sharp, who was 
elected to membership of the Council 
in 1966, was Vice-President of the 
Institute in 1972-73 and Deputy 
President last year. 

Educated at Shrewsbury and St 
John’s, Cambridge, where he gradu- 
ated with an honours degree in 
economics, Mr Sharp was articled 
to the late Mr J. M. Glaister, F.c.a. 
He was successful in the May 1955 
Final examinations and was admitted 
to membership of the Institute in the 
same year. He became a partner in the 
Carlisle firms of James Watson & Son 
and Armstrong Routledge & Co - 
since combined as Armstrong, Watson 
& Co ~and of management consultants, 
Annan, Impey Morrish, of London, 
and was admitted to fellowship of the 
Institute in 1961. 

In 1966, the enlargement of the 
Institute’s Council from 45 to 60 
members brought Mr Sharp into 
prominence as one of the additional 


= Youngest President 


-visory Board for Interfirm Comparison 








candidates and, at that time, as the. 
Council’s youngest member. 

Prior to his election to the Council, 
Mr Sharp had already served as officer ` 
in charge of courts-martial at the. 
Royal Artillery Depot, Woolwich, and 
as a magistrate for the City of Carlisle. ` 
This dual experience doubtless stood 
him in good stead as a member of the. 
Investigation Committee, and later, 
of the Disciplinary Committee — of © 
which, before his election as Vice- 
President, he was deputy chairman. 
In 1972, he was appointed chairman 
of the Ethics Committee which was 
charged with undertaking a complete 
review of the Institute’s rules. 

From his experiences in a com- 
munity founded largely on light 
industry and agriculture, the new 
President has emerged as a well- 
known commentator on problems of | 
the smaller practitioner. His 1970 
Oxford summer course paper ‘Smaller 
Audits — Bigger Problems?’ (repro- 
duced in The Accountant of July 16th 
and 23rd, 1970) and his more recent: 
chairmanship of the Institutes Ad. 

































are but two of the more conspicuous 






eXpressions of that ‘experience. 
His numerous appointments as 
_ chairman of various professional con- 
ferences and as an after-dinner speaker 
` have provided him with opportunities 
for perceptive and sometimes forceful 
comment on a number of topical 
issues. Addressing last year’s summer 
conference of the Institute at Churchill 
College, Cambridge, he described it as 
‘no coincidence’ that, a few years 
previously, the public image of the 
Institute had suffered a considerable 
deflation at a time when relations be- 
tween members and the Council were 
‘at their nadir’; the key to future satis- 
factory development of the profes- 
on’s public functions must lie in the 
fostering of good internal relationships. 
Though Mr Sharp’s many friends 
have confidently forecast, for years 
past, his eventual elevation to the pro- 
fession’s highest office, to reach the 
Presidential chair at the age of 47 and 
within 20 years of first admission to 
membership must be accounted in 
every way a notable achievement. 


DEPUTY PRESIDENT 


Following Mr Sharp’s elevation to the 
Presidency, Mr John Peter Grenside, 
F.C.A., Vice-President of the Institute 
for the. past year, was elected Deputy 
President at this week’s Council meet- 
ing. He is already widely known as the 
UK accountancy profession’s ‘Mr 
Europe’ and as a member of the Panel 
of Judges for The Accountant Annual 
_ Awards. 

A partner in the London practice of 
Peat, Marwick, Mitchell & Co, Mr 
Grenside has been a member of the 
Institute since 1948 and of its Council 
since 1966; he was initially a co-opted 
member of the Parliamentary and Law 
ommittee, and was subsequently 
elected to Council membership to fill 
the vacancy caused by the resignation 
of Mr John Godfrey, M.A., F.C.A. 
Committees of Council on which he 
has since served include Parliamentary 
and Law (as chairman in 1972), 
Overseas Relations and General Pur- 
oses and Finance. He has been 
` welcomed as a speaker on a wide range 
of professional subjects — not only 
on the European scene, but also during 
the past year on such a diversity of 
topics as professional independence, 
the proper rewards for professional 
services, and the need for a proper 





























































S A 
Mr John Grensid 


understanding of the concept of 
profitability. 


VICE-PRESIDENT 


The Institute’s new Vice-President is 
Mr Stanley Kitchen, F.c.a., of Birm- 
ingham, a partner in the firm of 
Touche Ross & Co and a member of 
the Institute since 1937. By coinci- 
dence, Mr Kitchen was elected to the 
Council in 1966 at the same time as 
Mr Grenside, filling the vacancy 
created by the resignation of Mr 
W. L. Barrows, LL.D., F.C.A. 

He has for many years been an ac- 
tive participant in the Institute’s pro- 
gramme of technical and professional 
development, appearing as speaker 
or as chairman at numerous courses 
and conferences. His most recent 


appointment in this field was as the 
Institute’s “Technical Supremo’ — or, 
less colloquially, chairman of the 
Technical Directorate Planning Com- 
mittee, responsible for the co-ordina- 
tion of policy and 


allocation of 





Mr Stanley Kitchen 









resources on the technical front. He 





has also been a member of the 
Accounting Standards Steering Com- 
mittee since its inception in 1969. 

Prior to his election to the Council, 
Mr Kitchen had served as a member of 
the Technical Advisory Committee, 
to which he was first appointed in 
1953, becoming chairman of that 
committee in 1964-65. Among a 
number of other professional appoint- 
ments, he was President of the Birm- 
ingham and District Society df Char- 
tered Accountants in 1957-58 and of 
its associated Students’ Society in 
1962-63. 


A Century Ago 
The Accountant 
May ist, 1875 


From the speech of Charles Fitch 
Kemp, moving the adoption of the report 
of the Council of the Institute of 
Accountants for 1873-74 


He thought there was not one mem- 
ber of the Institute, with any er. 
perience, who had not found himself, 
when acting as auditor of Public 
Companies, placed in an extremely 
unpleasant position. He had on one 
side the interests of the shareholders 
to protect, and on the other that of the 
directors; he was liable to the charge 
of needlessly interfering and on the 
other hand, if anything went wrong, 
he would be called to account for not 
having interfered enough. He had 
read recently that one of the leading 
members of the Institute had felt it 
necessary to resign his post, because of 
an exception taken by the directors of 
a company whose accounts his firm 
audited, to the manner in which the 
firm had performed the duties of 
auditors. He hoped that every member 
of the Institute would do his best to 
uphold -his professional brethren in 
such a case, and would decline to 
accept an appointment of public 
auditor if he found that his predecessor 
had been dismissed, or compelled to 
resign, because he had tried to dis- 
charge his duties honestly and fear- 
lessly. (Applause.) 





IC F. Kemp, one of the founders of 
the practice of Kemp, Chatteris & Co 
(now combined with that of Touche 
Ross), was President of The Institute 
of Chartered Accountants in England 
and Wales in 1894-96. His son, 
Harold Fitch Kemp, likewise occupied 
the Presidential chair in 1930-31.] 














"THE only ‘product’ of a professional 
_ JI practice arises out of its ultilization 
of staff time. Clients, it may be antici- 
` pated, are likely to become increasingly 
» aware of those firms of accountants 
¿who maintain proper time budgets. 
=o With this in mind, a new audit 
` manual for the guidance of staff, based 
on the underlying philosophy of 
‘What can we do in order to better our 
~ clients’ business and personal affairs?’ 
bas been adopted by Messrs Casson, 
Beckman, Rutley & Co. In the course 
of a two-day residential course to 
~4ntroduce the manual to all members 
of the firm’s audit groups last week, 
= Mr R. E O. Goodwin, A.C.A, C.A. 
V (CANADA), explained: “This manual is 
geared, not to large companies nor to 
small companies, but to audits’. 
Considerable emphasis is laid upon 
_. systems auditing with the aid of flow 
~ charts and an internal control ques- 
< tionnaire. The primary purpose of an 
audit, it is pointed out, is the expres- 
sion of an opinion on accounts; thus, 
for instance, in the absence of sus- 
_picious circumstances and once 
sufficient work has been performed to 
give a reasonable assurance against 
“material fraud or errors, the auditor 












Developing New Audit Techniques 


should not pursue further inquiries for 
possible minor defalcations. 

Specimen flow charts, audit pro- 
grammes, check lists and working 
papers are included as part of the 
manual — which, however, is intended 
for use as a guide and not as a rule 
book. Staff are expected to think 
creatively, and to make positive sug- 
gestions; no business, it is pointed out, 


is too small to warrant some degree of- 


management information. 

As part of last week’s course, staff 
were divided into small groups for 
working through a series of case 
studies based on different features of 
the manual, and exemplifying various 
aspects of the preparation of an audit 
programme and the administration 
and performance of an audit. Out- 
lining one manifestly imperfect set of 
working papers presented for dis- 
section, Mr Goodwin gently explained 
that ‘it would, of course, be impossible 
for a senior who had been trained to 
our standards in fact to produce 
working papers like that’ ~ a remark 
which somehow recalled the legend 
that it was impossible for Rolls-Royce 
to make a bad car, since the doorman 
would not have let it go out. 





- Actuaries’ Evidence to Sandilands Committee 


IMPLICITY of presentation and 
ease of understanding are seen by 
‘the Institute of Actuaries as primary 
` objectives in any system of accounting 
` for inflation. 
Tf a- company fails to provide 
“properly for replacement of fixed 
assets and, indeed, stock before strik- 
ing a figure for profits; if the govern- 
ment takes away in taxation a propor- 
= tion of so-called profits which were 
never really profits at all; in either case 
‘the nation is eating the seed corn... 
‘Everyone has to be made to see this 
and understand it — everyone, not just 
the sophisticated investment analyst’. 
In written representations to the 
Sandilands Committee, the Institute 
` places its weight ‘squarely behind the 
¿early adoption of ED8’ while em- 
` phasizing the importance of the ac- 
companying public relations exercise, 
and the need to understand that even 





CPP accounts are not uniquely ‘right’. 

Difficulties are seen in evolving one 
single form of inflation accounting 
which could be expected to satisfy the 
needs of the several different in- 
terested parties. ‘It is in current 
value accounting, adjusted in ac- 
cordance with current purchasing 
power principles, that we see possibly 
the most comprehensive of all the 
forms ... but we realize that it would 
be no simple and short exercise. If all 
the difficulties were solved to the 
satisfaction of accountants and 
actuaries, the problems of explaining 
it to the public might not be too 
daunting.’ 

The Sandilands Committee has 
also been provided with copies of the 
Institute’s sessional paper Accounting 
for Inflation — Recent Proposals and 
their Effects, reviewed ina leading 
article in The Accountant of April 25th. 


“New ICA Council 


Members 


ESULTS of the two remaining 
by-elections for membership. of 
the Council of The Institute of 
Chartered Accountants in England 
and Wales were announced last weel 
The successful candidates are Mr Eric 
Iain Longman, A.C.A. (Leeds, Bradford’ 
& District) and Mr David Michael 
Parkes, F.c.a. (West of England). ` — 
Mr Longman, one of the Institute’ 
younger members, is a partner in the 
Leeds firm of Victor Walton Croudson 
& Co, and a Past-Presideht of th 
Leeds Students’ Society. Admitted to 




































Mr EL Longman Mr D. M. Parkes 


membership of the Institute in 1965, 
he has been a member of the Leed 
Bradford & District Society’s c 
mittee since 1970; in 1972 he w 
elected the Society’s honora 
treasurer. 
Mr Parkes, secretary of the West ot 
England District Society since 1971 
and vice-chairman of the Bristol Area 
Society in 1973, is a member of .th 
Thomson McLintock partnership 
now incorporating the former practice 
of Grace, Darbyshire and Todd, 
which he served his articles. Like 
Mr Longman, he is also a Past- 
President of his local Students’ Society. 
He served as a National Service officer 
in the Royal Navy, and is currently a 
member of the Board of Governors of 
two Bristol schools, in addition. té 
taking a keen interest in local church 
affairs. 
Other vacancies arising on the 
Council have been filled by the ele 
tion of Messrs A. J. Hardcastle, K. í 
Bishop and J. A. P. Whinney in 
London, and the uncontested nomi- 
nations of Messrs John Bird (Sout 
Essex) and N. S. Staveley. (Hu 
East Yorks and Lincolnshire) 
Accountant, March 14th and 
23rd). i 




















RESIDENT of the Chartered 
| Institute of Public Finance and 
Accountancy for 1974-75 due to be 
nstalled in office on Friday during 
this week’s annual meeting of the 
Institute, is Mr F, S. Grindrod, 
O.BE., LP.F.A, F.C.A., D.P.A., chief 
accountant of the Eastern Electricity 
Board and Vice-President of the 
Institute for the past year. 

Mr Grindrod, who began his career 
the public sector in local govern- 
ment, joifled Eastern Electricity as 
assistant chief accountant in 1948; 
he became deputy chief accountant in 
1951, and chief accountant in 1959. 
1963 he was elected to membership 
of the Council of the then IMTA. 
His ‘services to the electricity supply 
idustry were recognized by the 
award of the OBE in the 1973 New 
Year Honours. 

< He is also a committee member and 
Past-President of the East Anglian 


New President of CIPFA 





Society of Chartered Accountants. 


Mr G. S. Pollard, 1.P.F.A., F.C.A., 
Director of Finance, West Yorkshire 
Metropolitan County Council and 
former City Treasurer of Bradford, 
becomes Vice-President of CIPFA 
in succession to Mr Grindrod. 


























UK Consultants 
Expanding Influence 


EMAND for the services of 
British management consultants 
1973, especially from overseas, 
owed a marked improvement over 
previous years. During the year, 
members of the Management Con- 
ultants Association undertook assign- 
ments in 65 of the world’s developing 
ntries, and approximately one- 
d of members’ £34 million fee 
ncome was earned overseas. The 
tal number of all overseas consulting 
assignments was over 1,500. 
Announcing these figures recently, 
ICAs chairman, Mr T. P. Bowman, 
endorsed the views previously ex- 
pressed by the President of the 
Institute of Management Consultants, 
Mr Brian Maynard, M.A., F.¢.A., on 
e- taxation of overseas earnings (The 
ccountant, April 18th). It was de- 
plorable, said Mr Bowman, that the 
neellor should have introduced 
proposals which would drastically 
reduce the incentive to undertake 
assignments overseas. 

There had been notable develop- 
‘ments in computer networks and data 
communication in 1973, and MCA 
members had been successful in 


winning major international contracts 
against strong competition from other 
countries. Further, 93 of Britain’s 
100 largest public companies had made 
use of MCA members’ services at 
some time during the past three years. 


Proposed Standards for 
Financial Forecasting 


EN basic standards to be used in 

the development of forecasts of 
financial results on a recurring basis 
have been proposed by the American 
Institute of Certified Public Ac- 
countants. The report does not deal 
with standards for disclosure require- 
ments of financial forecasts or third- 
party attestation by CPAs on such 
forecasts; its purpose is to provide 
guidance to preparers of financial 
forecasts and forecasting systems and 
to give increased confidence to the 
public and users of forecasts. 

Subjects covered by the proposed 
standards are determination of the 
single most probable result; the need 
to use generally accepted accounting 
principles; the need for appropriate 
care exercised by qualified personnel; 
use of the best information available; 
reflection of plans of the enterprise; 


reasonable assumptions suitably sup- 


ported; determination of the effect 
of variations in major. assumptions; 
adequate documentation of the fore- 
cast and the process used; regular 
comparison with attained results; and 
adequate review and approval by 
management. 

These proposals have been distri- 
buted to regulatory agencies and other 
interested parties for comment, prior 
to formal adoption of a standard of 
practice. 


NZ Accountants’ 
Companies Award 


HE New Zealand Society of Ac- 

countants’ 1974 Award for Public 
Companies has been awarded to 
Cable Price Downer Ltd for their 
report and accounts for the year 
to March 31st, 1973, presented at the 
company’s annual meeting on August 
27th last. An entry by Fletcher 
Holdings Ltd was highly commended. 

The Award was inaugurated in 


1956 by the former Incorporated In- 


stitute of Accountants of New Zealand, » 


for public companies listed on the ` 


New Zealand Stock Exchange. Fol- 
lowing the winding up of the Institute 
in 1972, and transfer of its assets to 
the New Zealand Society of Ac- 
countants the Award has since been 
administered by the Society. 
Selection from over 100 entries 


submitted was made by a panel of- 


judges representing accountancy, law, 
financial journalism, banking and 


stockbroking, under the chairmanship ` 


of Mr N. H. Chapman, who was the 
last President of the New Zealand 
Institute. 


New Dimensions for 
Financial Reporting 


oe financial reporting 
practices in the past were the cause 


of many of the disruptions of modern ` 


economic life, it was alleged recently. 
In an address to members of the 
New Hampshire Society of Certified 
Public Accountants, Mr ` Jack 
Schwersenz, c.P.A., instanced pollu- 
tion, waste of natural resources, de- 
moralization of industrial workers 
and shortages generally as examples 
of the consequences of outdated 
patterns of financial reporting and 
auditing. 

He called for traditional financial 









information to be supplemented by 
the disclosure of such data as the 
` quality of products and their potential 
_ hazards, and effects on the supply of 
resources. 

"` "Our profession’s unique role’, he 
said, ‘is to create harmony where 
there is confusion. This is achieved 
through the dissemination of useful 
information; information that is rele- 
< vant, timely, adequate and reliable.’ 


Drumming it Home 


N audience of over 200 responded 
enthusiastically to Mr James 
Blades’ presentation of ‘The World of 
Percussion’ at Chartered Accountants’ 
Hall last Friday -— the principal 
attraction of a soirée jointly sponsored 
by the Institute and the London and 
District Society of Chartered Ac- 
countants in aid of the Chartered 
Accountants’ Benevolent Association. 
-With an impressive array of equip- 
ment ranged almost from end to end 
of the rostrum, Mr Blades and his 
talented assistant and accompanist, 
Miss Joan Goossens, traced the de- 
velopment of the three principal 
groups of orchestral percussion from 
the earliest forms, the clap of hands, 
the stamp of a foot, and primitive 
rattles, scrapers and message drums. It 
was a new experience, he confessed, to 
be giving this lecture to an audience of 
chartered accountants; but, if modern 
music became any more complex, it 
might be necessary to send aspiring 
musicians to the Institute for a 
preliminary course of training! 

He spoke of avant-garde works for 
percussion which could seemingly be 
played only by ‘an octopus who could 

“read music’; demonstrated the orches- 
tral tympanist’s apparent affection for 
his instrument; gave a rousing pre- 
sentation of a one-man military band 
with bass drum, snare drum and 
cymbals; and explained how a careless 
percussionist might spoil the horn- 
player's A. ‘Of course,’ he added 
amid laughter, ‘I have known horn- 
players who could make that note go 
bzzz without help from my depart- 
ment!’ 

During the evening, it was 

announced that the generosity of 
‘subscribers had ensured for CABA a 
surplus of at least £400, and that an 
anonymous donor had contributed a 
further £1,000. 








The Case for Profitability 


CCOUNTANTS were urged re- 

cently ‘to take every opportunity 
to instil into the mind of the man in 
the street and the worker on the 
shop floor’ the fact that the UK’s 
economy could neither expand nor 
survive without capital, and that 
there would be no. capital without 
profits. Addressing the annual meeting 
of members of the Beds, Bucks and 
Herts Society of Chartered Account- 
ants, the then Vice-President of the 
Institute, Mr J. P. Grenside, F.c.a., 
said: 

‘Despite the fact that most people 
readily understand their own needs 
for an adequate income, they find 
great difficulty in recognizing the needs 
of others, particularly those of large 
and apparently successful businesses. 
Indeed, the larger the undertaking 
the more its profitability is misunder- 
stood and even, irrationally, envied. 

‘The inability to judge the adequacy 
of profits is alarming. It is accom- 
panied by a disturbing propensity of 
many casual observers to make that 
judgement on the basis of inadequate 
information. No meaningful conclusion 
can be drawn from a mere measure- 
ment of a business’s profit for a limited 
period, or from the increase of one 
year over the previous year.’ 


Excessive profits might be regarded 


and financial director, Beecham Products. 


Presidential Dinner. Mr George H. Rees, F.C.C.A., President of The Association of Certi 
Accountants, entertained to dinner members of the Association’s Technical and Advisory 
Groups at Innholders’ Hall, London, last Thursday. Pictured with Mr Rees, second from Je 
are, /eft to right: Professor J. R. Small, B.Sc.(Econ.), J.Dip.M.A., F.C.C.A., a member of th 
Council and Vice-Principal-designate, Heriot-Watt University; Mr S. Thomson, EG 
a member of the Council and director-finance, Ford Motor Co; Mr W. S. Cox, F.C.C.A,, gr 
chief accountant, J. Lyons & Co, and Mr Harry Hill, F.C.C.A., Vice-President of the Associa n 





as socially undesirable, but ‘excessiv: 
was not always what the pu 
believed it to be. Public reaction t 
spectacular success tended. too ofte 
to ignore the vast sums which ha 
been committed to research and 
development, or the need to absorb 
abortive expenditure. 









































Public Relations 
and the Professions 


DVERTISING restrictions which 

had been laid down by some 
professional associations irf the past 
were undoubtedly too strict, Mr 
Harold Horsfall-Turner, retiring 
Secretary-General of the Law Socie 
said last week. Delivering the 1974 
Tallents Memorial Lecture of the 
Institute of Public Relations, he 
suggested that there was a case for a 
more active public relations policy by 
the professions. 

‘The idea of a monopoly has b 
come repugnant to the general public’, 
he said; ‘it is vital that those pro- 
fessions which have to any degree a 
monopoly over certain activities should 
either abandon the monopoly or = 
and here is where public relations 
comes in — demonstrate exactly why 
the monopoly is needed for the benefit 
of the public’. 



















































rish Republic's 
Modified Tax Proposals 


IGNIFICANT modifications of 
“Swan earlier White Paper on the 
‘taxation structure of the Republic of 
Ireland (The Accountant, March 14th) 
were announced recently by the 
*Finance Minister. These affect, in 
‘particular, the projected ‘wealth tax’. 
_ This tax is now to be levied at a 
ingle rate of 1 per cent only, in place 
of the suggested range of 14 to 24 per 
ent, and the exemption thresholds 
have been substantially increased — 
to {£70,000 for a single person and 
£100,000 for a married couple, in 
place of {£40,000 and 60,000, re- 
spectively. A new threshold of £90,000 
will be provided for widowed persons, 
and all threshold levels are to be 
evised at three-yearly intervals to 
take account of inflation. 

. Also exempt from wealth tax will be 
the taxpayer’s principal private resi- 
dence, together with its normal 
contents and up to one acre of grounds; 
livestock and bloodstock; and pension 
ights. Liability to the tax will be 
ecided on a basis of domicile and 
rdinary residence. 

The rate of capital gains tax is to be 
educed from 35 to 26 per cent, again 
ith total exemption for a principal 
private residence standing in grounds 
not more than one acre. 
Contemporaneously with the intro- 
uction of wealth tax, the higher rates 
income tax (above 50 per cent) will 
be eased in their progression, to a 
naximum rate of 70 per cent on 
axable incomes in excess of £10,350. 
At present, taxable incomes in excess 
of £8,350 attract an 80 per cent rate. 


Final Stages of 
Management Game 


A WIDE range of interests is repre- 
_F\sented among the 16 semi-finalists 
of the 1974 National Management 
Game, These survivors from the 
original entry of gor teams include 
commerce and industry, public ser- 
„vices, the financial sector and groups 
of individuals. 

Identities of two of these 16 teams 
are not yet known, as they are playing 
under the pseudonyms of ‘Honeylips’ 
and ‘Bugusasi’. The others have been 
named.as Barclays Bank International; 
Lloyds Bank International; Morgan 





Guarantee Trust; National Provident 
Institution; Unilever’s UK audit de- 
partment; British Printing Corpora- 
tion; British Gas South-East region; 
C. V. Menswear; Carrington-Viyella 
of Chorley; British Nuclear Fuels; 
Littlewoods Mail Order; John 
Laing; Aylesbury Round Table; and 


the London Borough of Islington. 

The four leading teams in the 
semi-finals will compete in the finals 
at Chartered Accountants’ Hall on 
July 12th and 13th. The winners are 
to visit Copenhagen on July 26th 
and 27th, to take part in an inter- 
national management contest. 





Internal Audit Research Fellowship 


WO significant new developments 

at the City University were an- 
nounced recently. With the generous 
support of the Leverhulme Trust 
Fund, the university is to establish a 
senior research fellowship in internal 
auditing, tenable at the Graduate 
Business Centre of the university from 
the commencement of the next aca- 
demic year. 

Speaking to The Accountant recently, 
Mr Andrew Chambers, B.A., A.C.A., 
of the Graduate Business Centre, 
claimed that this was the first such 
appointment in a UK university. 
Apart from the Centre’s existing one- 
week post-experience courses, internal 
auditing was not being taught in the 
UK at university level; it was hoped 
that the Leverhulme Fellow’s research 
would lead to the successful integration 
of internal auditing into the GBC’s 
teaching programme, and possibly to 
its availability (from October 1975) as 
one of the alternative specializations 


for City’s existing M.Sc. degree in 
management. 

Candidates for the M.Sc. are nor- 
mally required to hold minimum entry 
qualifications equivalent to an honours 
degree of a UK university. Member- 
ship of any of the UK recognized 
bodies of accountants is generally 
regarded as satisfying this requirement, 
though the university reserves the 
right, in individual cases, to inquire 
into the standard at which the profes- 
sional examination was passed. 

From October 1974, the M.Sc. 
course is also being offered on a part- 
time basis. Candidates will attend for 
two half-days a week at the Graduate 
Business Centre over two academic 
years ; in addition, they will be required 
to prepare a dissertation during the 
first summer of their course, and to 
undertake a practical management 
project in the second summer. 

The part-time option, it is hoped, 
will prove attractive to accountants 





City University, though lacking the endowments of some older foundations, has benefited by 
the generous support of the City Livery Companies. The library an the top two floors of the 
University Building in St John Street, the gift of the Skinners’ Company, was inaugurated in 


November 1970. 









and other managers and professional 


men whose career or domestic re- 


` sponsibilities may preclude their taking 
a year for a full-time higher degree 
course. Employers in the City will be 

encouraged to sponsor suitable candi- 
dates for the M.Sc. while at the same 
time developing their working careers. 
- . Further information on the M.Sc. 
and other aspects of City University’s 
` management development programme 
are available from the Senior Tutor, 

Mr G. Douglas Vaughan, B.sc.(ECON.), 
Lionel Denny House, Goswell Road, 


Inland Revenue Staff 


Weicome Flexible Hours 


LEXIBLE working hours were 

introduced in two Inland Revenue 
tax districts in 1972, apparently as an 
experiment. A report by the Civil 
Service Behavioural Sciences Research 
Division has now concluded that 
‘Staff reaction to flexible working 
hours was very favourable indeed, and 
they saw it as offering many advantages 
to them’, 





‘ 

journal of the Inland Revenue $ 
Federation, also records that sta 
were almost unanimous in not wish 
to return to the old system. Th 
greatest single advantage claimed. for 
flexible hours was the feeling of 
individual freedom, though staff gen- 
erally rated pay as a more important 
feature than working hours. 

A contributed article in The A 
countant for April 4th, howeve 
suggested that some employers’ ex- 
perience with flexible hours had led 
to a conspicuous muting of the early 
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THIS IS MY LIFE 


Basic Instincts 


by. An Industrious Accountant 


HESE impromptu exercises will enable you chaps to 
fF test your potential management skills, explained the 
training course counsellor. Our little group of six 
accountants watched him in slightly suspicious silence. 

Judgement, initiative and leadership, he smiled, most 
important; team-work and harmonious working relation- 
ships. 

He put a fat, brown envelope on the table. It contained 
‘Scrabble’ letters, he explained; we had exactly ten minutes 
to make the maximum number of words. The teams in 
the other rooms would do the same. We regarded one 
another with glances meant to show benevolent superi- 
ority, good comradeship and charisma. He looked at his 


` watch, said ‘Go!’ sharply, and left us. 


"The tax consultant showed quick thinking. He tore the 

“envelope open, spilt out its contents and raked a handful 
towards him. ‘Get cracking, men,’ he urged, and we all 
grabbed. 

The spectacled junior partner showed judgement. Plan 
the work, he called; you, John, gather the vowels together; 
Bill, separate all the odd bods, like the k’s and z’s; PI put 
‘em face up for. starters. 

“I did the warm encouragement stuff that binds a 
rabble into a regiment. A couple of ‘jolly goods’ and a 
‘great going, John’, followed by a dynamic ‘aim for the two- 
letter words, the an’s and so’s’, bore the unmistakeable 
stamp of the born leader of men. 

The tax chap sought to regain his lead. ‘Some vowels, 
quick, John’, he cried enthusiastically, but John didn’t 
relish being hustled. ‘Get your own ruddy vowels’, he 
retorted, with the cold precision of the grey eminence of 
the group, and pulled his collection nearer to himself. 

At that, nature red in tooth and claw reared its ugly 





Quoting this experience, 
















Taxes, enthusiasm. e 


head. Bill grabbed the "el from my ‘care’ with the curt 
comment that ‘car’ could stand alone. The SJP said we’ 
only five minutes left, and why on earth can’t you duffer: 
arrange verticals running down through your horizontals 
and get double usage. 

A frantic scurry followed. Hands groped greedily 
through the pile, wrecking John’s laborious structure an 
rousing him to unprintable comment. People call 
scores like ‘eleven’ or ‘fifteen’; or ‘dammit, only eight’. 

The tax man added fuel to the fire. He personally ha 
over forty, he said smugly, as he’d counted two each f 
words spelt backwards like ‘tar’ or ‘not’. John, irritated 
this stage and conscious of poor performance, said sour 
that that sounded like sharp practice. Professional decorum 
collapsed and we all joined in. 

The counsellor returned just in time to hear ‘Don 
think you know everything just because you’re a partner’ 
and our group’s image never really recovered. 


Peon, 






























OR the second time in six months, 
Madrid has been the scene of an 
ternational accounting congress. Fol- 
lowing last October’s assembly of dele- 
tes from 23 countries to the seventh 
EC Congress, auditors and controllers- 
eral from g2 countries who are mem- 
of INTOSAI (International Organi- 
ition. of Supreme Audit Institutions) 
et in the Spanish capital from May 13th 
zand, for the organization’s eighth 
ernational Congress which has been 
ld every three years since 1953 in 
ajor cities throughout the world. 

group of over 300 delegates and their 
es gathered in the magnificent National 
ress Hall for the official opening by 
‘ince Juan Carlos and Princess Sophia 
‘Spain. Their Royal Highnesses were 
‘ived by the Congress President, Don 
vando Fernandez Victorio, President 
he Spanish Tribunal of Accounts and 
örg Kandutsch, Secretary-General of 
INTOSAI and President of the Austrian 


‘Also present were Dr Rodriguez de 
Valcarcel, President of the Cortes; Sr 
se Garcia Hernandez, Minister of the 
terior and First Vice-President of the 
anish Government; the retiring Con- 
ess President, Mr A. M. Henderson 
yf Canada and other distinguished guests. 
ubsequently, members of the Board of 
Governors of INTOSAI were received 
General Franco. 


On behalf of the host organization, Don 
rvando Victorio warmly welcomed the 
delegates and sketched the historical 
ckground of the Spanish Tribunal of 
nts. He stressed the need to ensure 
auditing methods in the public 
vice should be constantly updated and 
geared to present day requirements. 
Meetings such as this, he said, provided 
uditors all over the world with ‘the means 
yf drawing up common standards which 
ere among the prior requisites of inter- 
ational order and understanding. 

Dr Kandutsch then read a message 


y RENNY ENGLEBERT, C.A. (Hon.), CANADA 
sociate Editor, /nternational Journal of Government Auditing 


from Dr Kurt Waldheim, Secretary- 
General of the United Nations: 

‘The United Nations is fully cog- 
nizant of the importance of financial 
management in public affairs. Public 
finance provides the sinews of develop- 
ment and for this reason the role of 
budgetary systems and financial institu- 
tions which are among the major 
vehicles for public financial manage- 
ment become exceedingly important. 
The major theme in work on govern- 
ment budget and financial management 
includes the development and use of 
modern budgetary techniques, im- 
provement of government accounting 
and auditing systems for management 
and control, and streamlining of 
arrangements for scrutiny of public 
finances by supreme audit institutions. 

‘While the countries themselves bear 
the main responsibility for improving 
public financial management, the 
United Nations can help through 
provision of technical co-operation. 
However, non-governmental organiza- 
tions like yours can play a major role 
in promoting an exchange of ideas and 
experiences in the sphere of public 
financial control.’ 


Sir David Pitblado, Comptroller and 
Auditor-General led the British delega- 
tion to the congress, Mr J. F. T. 
Cheetham, Deputy Secretary of the 
Exchequer and Audit Department, was 
elected one of the Vice-Chairmen. 

Dr Kandutsch presented his report on 
the work of INTOSAI during the past 
three years since the last congress was 
held in Montreal. 

Events of significant importance be- 
tween congresses had included two inter- 
national seminars for auditors from the 
developing countries, which were held 
in co-operation with the United Nations 
and the German Foundation of Inter- 
national Developments in Berlin — the 
first in Vienna in May 1973 and the 
second in Berlin last September. Over 120 
members had participated, and the United 
Nations, the Federal Republicof Germany, 


Control of Public Finance 


Eighth International Congress of Auditors-General 


France, the Netherlands, Israel, Austria, 
Sweden and the United States had all 
sent qualified specialists for the seminars’ 
teaching staffs. The objectives of such 
seminars were to have open and frank 
discussions and to strengthen the profes- 
sional expertise of government auditors; 
they also provided for exchange of views 
among participants from different coun- 
tries and helped to remove the barriers 
of misunderstanding. 


Major challenges 


These seminars had proved so success- 
ful that a further one had been arranged, 
with the help of the German foundation, 
for autumn 1974 in Peru. Two more 
were planned for 1976 in Berlin with the 
financial assistance of the UN and the 
German Foundation of International 
Development. 

Speaking of the major challenges facing 
INTOSAI, he continued, ‘No-one today 
can afford to be satisfied with the effec- 
tiveness of audit and financial control. 
The problems are difficult and will: be 
more so as public administration becomes 
more complicated, new ideological con- 
cepts are introduced and taxes increase. 
All this makes it essential that the tax- 
payer should know, through audit, what 
is being accomplished.’ 

The first session considered the prob- 
lems connected with the audit of revenue, 
a statutory task, which must undergo 
constant scrutiny and review. Bede Aguey 
of Togo, the rapporteur, stressed the im- 
portance of maintaining public. confidence 
in the fairness of the revenue system. 

From the papers submitted, it was clear 
that the audit of revenue was more chal- 
lenging even than the audit of expendi- 
ture; some of the recommendations 
which had been presented would enable 
audit institutions to exercise the strictest 
possible control over fiscal revenues. It 
was vital that auditing of fiscal revenue be 
applied on a strict legal and regular basis. 

Steps should be taken to simplify tax 
procedures and classification of fiscal 













revenues and improve the training of 
personnel in this field in the use of modern 
auditing techniques. Close collaboration 
should also be maintained with those in 
charge of tax administration — including 
internal control — while maintaining a 
clear understanding of their separate 
responsibilities. 

The second international rapporteur, 
Dr Gottfried Winkler, a member of the 
Court of Audit of the Federal Republic 
of Germany, described the control of 
public building projects as of great im- 
portance to the economy as a whole. In 
Germany, for example, a total of DM 
12,500 million was spent on public 
construction in 1960; in 1970 the sum 
rose to DM26,100 million, and it was 
anticipated that by 1980 the figure 
would have risen to DMs59,000 million. 
Similar situations were occurring in many 
other parts of the world, with the result 
that a highly selective pattern of auditing 
was needed to audit this type of work, 

The auditors’ responsibility was a 
general and overall one, taking each case 
on an individual basis and reporting to the 
legislature to keep that body informed 
how correctly and economically the con- 
struction programme it had authorized 
and funded was being carried out. 


Internal control 


In his report, Sr Julio V. Canessa, 
President of the Court of Audit of 
Uruguay, said that the control exercised 
by internal audit institutions should not 
imply abdication of the overall responsi- 
bility of the supreme audit institutions; 
but that both were complementary to 
each other. For this reason, he stressed 
the interchange of information between 
the two institutions for the more effective 
co-ordination of control tasks and recom- 
mended a number of measures to ensure 
that supreme institutions carry out their 
duties and responsibilities at the highest 
level of competence. 

They should adopt principles, he said, 
issue regulations and general procedures 
and urge their application in the institu- 
tions under their control to ensure the 
efficient functioning of the systems 
including internal control. Technical 
meetings should also be promoted with 
management, and personnel training 
programmes carried out to improve 
standards and internal control procedures. 

Dr Peter Beran of the Court of Audit 
of Austria, the international rapporteur on 
‘Basic problems of public auditing’, re- 
affirmed that the resolutions adopted at 
previous congresses regarding the legal 
and institutional independence of 
supreme audit institutions were still valid. 
To these a. number of further recom- 
mendations have been added all of which, 
it was suggested, should be classified 





and discussed at the next congress. 

Pre-audit and post-audit were com- 
plementary to each other; whichever was 
applied would depend on the conditions 
and needs of individual countries. An 
evaluation should be made of the per- 
formance of the administrative system 
created to facilitate control activities. 


Closing sessions 


The second plenary and closing sessions 
took place on Wednesday, May 22nd. At 
the plenary session M Desire Arnaud, 
first President of the Court of Audit of 
France and rapporteur-general, said that 
since the first congress in Havana in 
1953 great strides had been made in the 
work of the organization. 

Equally important had been the ex- 
change of ideas and experiences between 
national delegations. The programme in 
Madrid had been an ambitious one and 
many useful discussions held on the 
control of fiscal revenues — an area in 
which many audit offices do not com- 
pletely carry out this function at the 
present time. Similarly, with regard to 
public works programmes, the congress 
had recognized that the role of supreme 
audit institutions should not be limited 
to financial control, but should include 
many of the technical and administrative 
aspects of the work. 

The international character of the 
congress emerged to its full extent at the 
closing session. Delegates from Australia, 
Philippines, Chile, Senegal, the Arab 
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HRH Prince Juan Carlos of Spain declares the Congress open. With him on the platform are 
(from left top row) : Dr Rodriguez de Valcarcel, President of the Cortes; Princess Sophia o 
Spain: Don Servando Fernandez Victorio, Congress President. (Second row) M Désire 
Arnaud, President, Court of Audit of France; Mr A. M Henderson, F.C.A.(Canada), Past- 
President of INTOSAI; Mr M. A. Daramola, Auditor-General of Nigeria. 


` Republic of Egypt, the United States, 


Netherlands, Poland, and Trinidad and 
Tobago, representing and speaking for the 
widely-separated parts of the world, 
expressed the appreciation of the partici- 
pants to those responsible for the con- 
gress arrangements. 

Before inviting the Vice-President of 
the Spanish Government and Minister 
of Finance, Sr Antonio Barrera de Trimo, | 
officially to close the Congress, Dort 
Servando Victorio, Congress President 
spoke of the invaluable service that 
member institutions of INTOSAI pro 
vided to world parliaments and adminis- 
trative authorities as a whole. They 
offered guarantees to citizens that th 
funds obtained from their taxes wer 
being handled correctly. oe 

‘It is we who verify the use of these 
funds and make sure that the public are 
acquainted with the correct channels into 
which such credits and other assets ar: 
directed within the various department: 
and entities of the State.’ 

During the Congress, visits were made 
to the Spanish Parliament, the Bank o 
Spain, the National Institute of Industry. 
the Chamber of Commerce and the 16th 
century University of Alcala de Henares 
one of the oldest seats of learning in the 
country and now a school of publi 
administration. Delegates were also take 
on a tour of a State boarding school fo: 
girls and an old people’s home. S 

INTOSAIT’s ninth International Con 
gress will be held in 1977 in Lima, Peru 







































































Pension Policies 
Time for Reflection 


by KENNETH J. BURTON, F.LA., 


EARLY 20 years have elapsed since the Labour Party 
started discussion of an earnings-related pension 
heme to be operated through government agencies. Mrs 
Castle’s statement last month that the present Government 
does not intend to proceed with the reserve pension scheme 
embodied in the Social Security Act 1973 needs to be con- 
lered in the perspective of all the White Papers that have 
been issued and all the legislation that has been introduced 
the intervening years. 
In 1957 the Labour Party itself produced a fairly lengthy 
port on a proposed national superannuation scheme. In 
e following year Mr Boyd-Carpenter outlined proposals 
‘or a graduated pension scheme. These proposals were 
plemented by the National Insurance Act 1959. That 
gislation was designed not so much to provide enhanced 
‘nsions as to raise additional income in the form of 
aduated contributions to offset the rising outgo on 
rate benefits from the National Insurance Fund. 


Abortive scheme 


Five years later, in 1964, a Labour government came into 
office and the then Minister of Pensions and National 
Insurance, Mr Douglas Houghton, produced plans to 
wmplement his party’s proposals for a national superannua- 
n scheme, These plans did not emerge into the light of 
common day, but ended up, it is understood, in the 
abinet’s wastepaper basket. 
lis successor, Mr Crossman, had better fortune, and was 
able to publish a White Paper and to introduce a Bill in 
the last Parliamentary session before the 1970 General 
Election. The Bill occupied the time of a standing commit- 
e of the House of Commons for the greater part of that 
sion, but Parliament was dissolved before the Bill could 
sent forward to the House of Lords. All that had 
happened while the 1964~70 Labour government remained 
n office had been built on the foundations laid by the 1957 


_ Meanwhile, the Conservative Party had been elaborating 
alternative ideas which were to emerge as Sir Keith 
‘oseph’s reserve pension scheme, now jettisoned by Mrs 
astle. The passage of the Social Security Act incorporating 
his scheme again occupied the time of a standing com- 
mittee for a substantial part of a Parliamentary session, and 
everal days of the entire House of Commons and House of 
Lords were taken up in dealing with the other stages of the 


Mrs Castle has promised to publish as soon as possible a 
_ White Paper containing the present Government’s pension 


rop pressed the hope that it will be possible 
to introduce in the next session of Parliament a Bill to 
implement them. 

There is no evidence that anything like the same thorough 
homework has been done by the Labour Party in opposition 
during the past four years as was done before 1964. More- 
over, the Department of Health and Social Security has 
been fully stretched in making preparations for bringing the 
Social Security Act into operation in April 1975. There is 
some danger that the proposals contained in Mrs Castle’s 
White Paper, if it is published in the near future, will have 
received inadequate prior consideration and that a lot of 
time and energy will be spent subsequently by busy people 
in an endeavour to reduce them to order. 

The one consoling thought in this connection is that the 
officials of the department have now had an opportunity of 
learning something of the complexity of the subject, and 
of the difficulty of legislating satisfactorily in a field. in 
which there has been developed over several decades a 
widespread network of non-statutory arrangements. It is 
somewhat daunting to contemplate the committee stage of a 
Bill similar to that of Mr Crossman or of Sir Keith Joseph 
being taken on the floor of the House of Commons, as 
would be necessary in the present Parliament if the 
proposals were seriously controversial. 


Supplementary benefits 


One of Mrs Castle’s principal complaints against the 
reserve pension scheme was that full benefits could not have 
been earned under it by anyone now over the age of 21. 
She claimed that this condemned millions who would retire 
in the present century to reliance on means-tested supple- 
mentary benefits. 

Supplementary benefits are payable to those in the lowest 
income brackets. Earnings-related benefits from the reserve 
pension scheme would, in the absence of inflation, in the 
long run have made even the lower-paid better off than 
would the benefits to have been provided under Mr 
Crossman’s scheme, even though his scheme was designed 
to achieve full maturity of benefits after 20 years. 

The most important aspect of the matter, however, is 
that dependence on supplementary benefits can only be 
significantly reduced in the short run by the increase of 
flat-rate benefits, or by changing the way in which provision 
is made for the extra cost that some old people have to meet 
in rent. The standard of supplementary benefits, apart from 
the allowance for rent, has for many years been little different 
from the level of flat-rate benefits current from time to time... 
It is a striking fact that for some years — and not merely 
since the upward revision of rents payable for local authority 
houses under the last Government — the level of rents 
payable by old persons receiving supplementary benefits 
to local authorities has been significantly higher than that 
of rents payable to private landlords; in 1972, according to 
figures published by the Department of Health and Social 
Security, the average excess was {1 a week. 

This suggests that one remedy for the financial problems 
of the elderly poor would be to extend the responsibilities 
of local authorities in arranging for their housing needs. In 
this connection there must be a strong suspicion that very 
many elderly persons are left by local authorities to occupy 
houses which, as families have grown up, are far larger than 
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they continue to need. If this is the case, a serious waste of 
national resources is involved, and the public is paying 
dearly for it in a number of different ways. 

Mrs Castle has herself contributed to the perpetuation of 
a situation she deplores by arranging, in conjunction with an 
increase of nearly 30 per cent in flat-rate retirement pensions, 
under the National Insurance Bill at present before Parlia- 
ment, for the standard of supplementary benefits to be 
raised by exactly the same amount. Quite clearly, if this 
practice were to continue, no effective steps will ever be 
taken to reduce the number of those in receipt of supple- 
mentary benefits. 


Public acceptance 

Sir Keith Joseph demonstrated the validity of one proposi- 
tion which had been denied by Mr Crossman; that a basic 
scheme under which flat-rate benefits are supported by 
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earnings-related contributions would be acceptable to the 
public. A stimulus has been given by all the feverish activity 
of governments in recent years to the development by 
employers of pension schemes where these did not already 
exist. It is, moreover, possible for an employer to put any 
of his employees who are not in pensionable employment in 
the position to make provision during their working lifetime 
for their eventual-retirement by means of contract made by 
the employee with an insurance company or a friendly 
society, and approved by the Inland Revenue so as tð 
enable the cost of this provision to enjoy full tax relief. 

All these reflections lead naturally to the question as to 
whether any useful purpose will be served by the Govern- 
ment attempting to produce yet another form of earnings- 
related national pension scheme. Would not its efforts in 
the near future be better devoted to dealing ‘effectively 
and rationally with the problem of the elderly poor? 


a a 





Commissioners of Customs and Excise v. 
Blackpool Pleasure Co 


In the High Court of Justice (Queen’s Bench Division) — 
February 12th, 1974 


(Before The Lord Chief Justice (Lord Wipcery), Lord 
Justice Lawton and Mr Justice Forbes) 


Value added tax — Transport of passengers — Amusement device — 
Big dipper - Movement of passengers confined in effect to one 
spot ~ Whether transport of passengers — Whether zero-rated — 
Finance Act 1972, section 12 (2), Schedule 4, Group 10, Item 4. 


The company operated an amusement device known as the 
‘Big Dipper’ consisting of a track along which a vehicle 
known as a ‘coaster train’ ran. The coaster train was designed 
or adapted to carry more than twelve passengers and the 
track was about half a mile long, but it crossed and recrossed 
itself and made spirals up and down, thereby producing 
gradients and corners, which gave the passengers an exag- 
gerated idea of the speed at which they were travelling 
and the dangers of the journey. 

The company claimed that for the purposes, of value added 
tax the services provided by means of the Big Dipper were 
zero-rated pursuant to section 12 (2) of the Finance Act 
1972, in that they constituted the transport of passengers in 
vehicles designed or adapted to carry not fewer than twelve 
passengers within the meaning of item 4 of Group ro of 
Schedule 4 of the 1972 Act. 

A VAT Tribunal sitting in Manchester decided that the 
provision of the rides on coaster trains operated by the company 
constituted: a supply of services which was zero-rated by 
virtue of section 12 (2) of the Finance Act 1972 in that the 


services supplied were within the description ‘transport of 
passengers . . . in any vehicle’ in item 4 of Group ro. 


Held: the phrase ‘transport of passengers’ in item 4 of 
group 10 of Schedule 4 meant the carriage of passengers from 
one place to another, and did not include the movement of 
people who effectively remained at one spot all the time, as was 
the case with the Big Dipper; and therefore the movement of 
passengers on the Big Dipper did not constitute transport 
of passengers within the meaning of those words in item 4 of 
group 10; and the company’s claim to zero-rating failed. 


Hossack v. CIR 


In the High Court of Justice (Chancery Division) — 
March 22nd, 1974. 


(Before the Vice-Chancellor (Sir Jonn Pennycuicx)) 


Surtax — Returns not sent to surtax office for several years — 
Surtax demands made for six years — Total amount of tax de- 
manded — Whether neglect of duty by Inland Revenue officials — 
Whether assessments legally valid — Taxes Management Act 1970, 
sections 29, 34. 

The taxpayer appealed against surtax assessments for 1965-66 
to 1970-71 in sums ranging from £2,417 to £3,262. For all 
relevant years he promptly delivered to the appropriate Inspector 
of Taxes a return of his income. Notices of these assessments 
were issued to him in January 1972. The Inspectors had not 
noticed that the taxpayer’s returns showed that his income was 
above the surtax level and had not transmitted the returns to 
the surtax office for the making of surtax assessments. 

It was contended for the taxpayer that the Inland Revenue 
had been negligent in not making each of the assessments earlier; 
that the consequent delay had prevented him from rearranging 
his financial affairs so as to reduce his tax liability; and that as 
he had been so prejudiced, it was unfair that the assessments 
should have been made and they were not legally valid. 

It was contended on behalf of the Revenue that all the assess- 
ments were made within the time allowed by section 34 (1) 
of the Taxes Management Act 1970; that any alleged delay and 
neglect by Inland Revenue officials was irrelevant to the validity 
of the assessments; and that the assessments should be confirmed. 

The Special Commissioners confirmed all the assessments. 


Held: the Special Commissioners’ decision was correct; for 
although there had been error on the part of the Inland Revenue, 
but no breach of duty, there was no way in which the taxpayer 
could be relieved of his liability to pay the surtax in question. 
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A Matter of Communication 


by MICHAEL GREENER, B.A., F.C.A. 


| F the prospect of a property-owning democracy is to 
seem feasible on the industrial stage and the shareholder 
to be rather more than a cypher, then it would be reasonable 
to expect the documents issued to him, such as the annual 
. report or agenda for meetings, to be in a form that he can 
appreciate. It is presupposed that the average member of a 
company is not the mighty investment trust with a ready 
surplus of eager analysts versed in the esoteric jargon of the 
day, but — if not the cloth-capped man on the Clapham 
omnibus — then at least his bowler-hatted equivalent on the 
suburban train. ` 

Are the various documents issued to these people of a 
type that they can be assumed to understand? The alter- 
native is to suppose that they have vested their power and 
their prospects in the persons of that ‘self-elected oligarchy’ 
otherwise known as the board of directors. If, indeed, the 
fortunes of the many are to be determined by the whim of 
the few, then it might be argued that those few should be 
deprived of the limited liability of their principals. l 


Conventional accounts 


For many years, the accounts of major public companies 
have been couched — perhaps because of the age-endowed 
shibboleths and mysteries of the accounting profession — 
in terms that even members of that profession have 
problems in justifying, and that can hardly be said to be 
models of succinct statement. However, it is not merely 
with the annual accounts that we are concerned here. There 
are other costly documents that grace the bin of the share- 
holder. : 

There are those all-too-frequent and forbidding foolscap- 
sized missives, with their closely printed pages, normally 
marked ‘For Information Only’, inviting ‘Dear Member’ to 
support projects he does not understand by using powers he 
did not know he had. The language of these. documents is 
normally that of the parliamentary draftsman. 

One such communication was of a type that even the 
reasonably well informed reader would find difficulty in 
comprehending. It was filled with bold headings (in type 
second only to that of the name of the group) referring to 


members could be given the gist of the story in language 
that ‘s both readable and accurate? For instance: 

Dear Sir or Madam, 

The group of companies of which you are a member is in 
need of additional funds. Your directors consider that these 
should be borrowed on the market. 

At present the rules of the company do not allow sufficient 
fumds to be borrowed. We would therefore like your per- 
mission to alter the rules as necessary. ..’. 


OZ course, it might then be necessary to explain why the 
monzy is needed and why, if it is so needed, the directors 
prefer to borrow on the market than raise funds by an issue 
of skares. The present effective rate of ordinary dividend 
beinz paid in this case was in the region of 6*7 per cent; 
this is considerably lower than the rates at present pre- 
vailing on the money market. 

It might also be reasonable to consider the rate of return 
being earned on the moneys already invested. On the group’s 
own admission, its land and buildings were undervalued by 
£50 million, giving a ratio of profit before tax to net assets 
of 7-3 per cent in 1972 and 8-7 per cent in 1973. If, however, 
the slant figure were increased by 50 per cent (not un- 
reasonable at present inflationary rates) these return figures 
won d drop to 5-6 and 7-6 per cent respectively. It is fairly 
obvious that to borrow at rates in excess of these figures 
wou.d not benefit the ordinary shareholders. 


Alternative courses 


At present, the company would be fortunate indeed to 
borrow below 12 per cent in the short term, and below 
9 per cent in the long or medium term. The vital question 
would seem to be why, in so far as the money is required for 
‘further expansion’ on the one hand and for ‘meeting trad- 
ing commitments’ on the other, at least part is not be to 
raised by an issue of shares; perhaps a ‘rights issue’, 
part.cularly as the cost would, on present performance, be 
one that the group could well afford. i 

Indeed, unless there are circumstances not revealed 
which give reason to believe that interest rates will soon be 
coming down, there seems reason to ask why this form of 


June 6th, 1974 





THE 7 
ACCOUNTANT 





735 


\ 


The Italian Decision on Imports 
When Something Has to Go 


HE decision by the Italian Government to impose a 

50 per cent deposit on ‘non-essential’ imports has 
wide-ranging implications for the European Community. 
Sooner or later in the present inflationary situation, it 
was inevitable that some member country would find 
its import bill rising to unbearable heights. 

For Italy, the policy of supporting the lira was well on 
the way to exhausting the reserves of the Bank of Italy, 
in spite of the massive additional resources obtained 
from the International Monetary Fund and the Euro- 
dollar market. As a member of the Community the 
Italian Government informed the Commission that it 
intended to take emergency action, claiming that it was 
entitled to do so under Article 109 of the Rome Treaty, 
and went its unilateral way on May Ist. 

A week earlier the EEC Monetary Commission had 
called on the Italian Government: 

(a) to improve its balance of payments position as quickly 

as possible; : 

(b) to stop the flight of capital abroad; 

(c) to curb internal demand; and 

(d) to limit the money supply. 

All of these deflationary steps required the introduction 
of unpopular policies which the Government was in no 
shape to implement; advice from Brussels, however 
sound, falls on deaf ears in such a situation. Com- 
muniqués from the IMF and GATT have been equally 
ineffective. The Italian Government put out a statement 
claiming that it was acting in accordance with Treaty 
of Rome and had no wish to contravene the rules of 
the IMF or GATT. 


Added significance l 


In the Community’s present critical situation, made 
more difficult by the resignation of Herr Willy Brandt, 
the impact of Italy’s economic and political problems has 
added significance. In the 1960s the Six could have dealt 
‘with a situation of this kind without difficulty; help would 
have been forthcoming to ease the Italian payments position, 
and normal trading conditions would have been quickly 
restored. The present crisis has caught the member states at 
a moment when scene changing is the order of the day. 
As a result, rumours that Britain was about to follow 
suit with its own import controls were widely believed. 
These were quickly denied as being out of line with the 
Chancellor’s budget declaration that direct restrictions on 
imports were not in the interests of world economy. 


by RICHARD BAILEY 


Now that the immediate chorus of rebuke for the Italians 
has died down, the Commission has had to get down to 
the task of working out a programme to help put the Italian 
economy right. The fact that other countries (notably 
Britain) are running excessively high payments deficits, 
means that the Italian case cannot be treated in 
isolation. The Commission has in fact to come up with 
proposals for a drill that can be put into operation else- 
where should the need arise; in addition, it has to keep 
the idea from spreading that any member in difficulties 
can opt out of its Community responsibilities. 


Immediate investigation 


Action to help a state in economic difficulties can be 
taken under Articles 108 and 109; the former — on which 
the Commission’s proposals are based ~ attempts to link 
Community measures with surveillance of the country 
being helped. The Commission is required to make an 
immediate investigation of the situation and make recom- 
mendations to the Council, after consulting the monetary 
committee on which. national and central banks are 
represented. - 

The dilemma here is to produce a package that will 
solve the problem without attaching strings that make it 
unacceptable. As an alternative, the Italian Government 
has asked for help under Article 109, which enables 
assistance to be given after a member government has 
acted to ‘take the necessary protective measures’ to cure ` 
a sudden balance of payments crisis. 

In practice, the Commission has proposed a package 
of measures to assist the Italian Government under 
Article 108, which is conditional, in theory at any rate, 
on the acceptance of supervision by the Commission. 
One aspect of this affair which may cause a further upset 
is that the Italian import deposit applies to a list of 
agricultural products from other Community countries. 

The proposal by the Commission includes the con- 
solidation of Italy’s short-term debt with repayment over 
two years, and the elaboration of an overall programme for 
recovery. The measures themselves are, in“strictly EEC 
terms, less important than the fact that they were adopted 
on the collective responsibility of the Council of Ministers. 

Mr Callaghan’s suggestion that Italy should take res- 
ponsibility for her own problems was not welcomed by the 
other members (including the Italians), who regard the 
fact that the deposits interfere with the free circulation 
of industrial and agricultural goods as striking at.a basic 
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Cémmunity principle. The’ Italian economic crisis will no 

‘doubt be contained, but its occurrence at this time has 
imposed yet another strain on the cohesion and credibility 
of the Community. i 


European Driving Licences 


THE EUROPEAN PARLIAMENT has in general approved the 
Commission’s plans for a European driving licence. 
These would eventually mean that a single standard would 

e applied in driving tests throughout the Community. 

Controversy on the Regional and Transport Committee’s 

report centred on a number of points: 

. (i) The Commission had proposed that holders of the 
driving licence should undergo regular medical exami- 
nations ~ including tests of mental ability — which 
woufd increase in frequency with age. 
deleted psychological tests altogether, and wanted much 
more consultation with medical and other interested 
bodies before the details of other tests were approved. 
The Commission accepted these changes. 

(ii) The Commission also accepted Parliament’s amend- 
ments on minimum lower age limits. The original 
proposal has been 18 years for most vehicles; Parlia- 
ment was for giving those countries with lower limits a 
five-year breathing space while research was done into 
the ‘accident-proneness’ of various age groups. 

(iii) Parliament also disagreed with the Commission by in- 
sisting that the riders of mopeds, etc., with a maximum 
speed of less than 45 km per hour (28 m.p.h.) should 
have. licences. On this the disagreement was not 
resolved: Commission Vice-President,  Scarascia 
Mugnozza, replying to the debate, believed that to 
insist on licences would be ‘a grave error’, on the 
grounds that in general these motorized bicycles were 
mostly used by young wo-kers and students. 

Gei Much the most serious disagreement, however, was 
on the issue of who would have the right to suspend 
.or withdraw a European driving licence. The Com- 
mission had proposed thet the Courts of any member 
State should be able to take away a licence issued by any 
other member State; Parliament, by contrast, decided 
that it should be up to the state which issued the 
licence to decide at the request of the country in which 
the offence was. committed. For Signor Mugnozza, 
this amendment was ‘unacceptable’ and ‘absurd’. 


Wages and Prices in EEC 


WAGE INCREASES throughout tne Community last year by 
far outstripped the growth in output per worker, the Com- 
mission ‘said in an economic report published on March 
2oth. Increases in industrial pay rates, including -social 
security contributions, rose by 21 per cent in Italy, the 
Commission said; followed by Belgium at 15:5. per cent, 
Denmark, Ireland and the Netherlands at 14 per cent each, 
France’ at i3 per cent and the UK and West Germany 
at iz per cent each. Output per worker increased by 9 
per cent in Denmark, 7 per cent in the UK and Italy and 
6 per cent in West Germany. 

, Calculating wage costs in industry. per unit of gross value 
added at constant prices, the Commission found that, 
among- Community countries, only the UK and Ireland 
bad a slower rate of growth last year than in 1972. The 
sharpest risé, measured in, national currencies, occurred 
in Italy with 13 per cent, followed by Denmark with 9 per 
cent, France and Belgium with 8 per cent each, the Nether- 
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lands with 7-5 per cent, West Germany with 6 per cent and 
the UK and Ireland with 5 per cent. In the USA, on the 
other hand, wage costs per unit of output rose by only 
about 2°5 per cent. 

Discussing the overall economic situation, the Com- 
mission said economic activity in the Community asa 
whole was still running at a very high level, but trends 
varied sharply. from one member country to another. in 
Britain, industrial disputes had Jed "o a very marked 
decline in activity, and this had also worked through to 
Ireland; whereas in West Germany the situation seemed to 
have improved since the showdown in late 1973 caused by 
the oil crisis. 

Consumer prices continued to climb steeply during the 
first few weeks of this year, partly because of the seasonal 
rise in food prices. In the UK, Denmark and Italy, prices of 
petrol and fuel had increased ‘appreciably’. There was no 
evidence, though, that price increases for manufactured 
products had accelerated. 

Rising oil prices had had an increasing effect on member 
states’ trade balances since the beginning of the year, the 
report said. It warned that the full effects of the price in- ` 
creases had yet to work through. 


No More Cheap Food 


“THE EVIDENCE IS STRONG that the age of cheap food is 
over for good’, declared George Thomson, EEC Com- 
missioner, in London on Friday, April 26th,: in an 
address to the Royal Commonwealth Society. ‘It is a 
modern myth to imagine there are great reservoirs of 
cheap New Zealand dairy produce, of cheap Canadian 
wheat, of cheap Caribbean sugar and Australian produce 
ready to flood into our supermarkets but blocked by the 
dam of Community food taxes. 

‘The world price of wheat more than doubled in 1973. 
Seventy-five per cent of New Zealand dairy produce now 
goes to more profitable markets elsewhere than Britain. 
New Zealand last year under-fulfilled its quota for butter 
to Britain by 21 per cent, and her cheese was about one- 
third under quota. Whatever the fluctuations in the 
future, Australia, Canada and New Zealand are not going 
to bind themselves to artificially low prices if they can get 
more on a world market. 

‘The world background against which the Common- 
wealth issues of Britain’s entry were negotiated has 
undergone massive and dramatic changes. Soaring world 
prices of basic foodstuffs and other commodities have 
turned upside-down some of the Commonwealth aspects 
of Britain’s membership; so that Britain is at present 
getting her wheat more cheaply from France than from 
Canada, and the Commonwealth sugar and butter quotas 
into Britain on which so many midnight hours were spent 
in the negotiations are now underfilled. 

‘Britain’s links with both the old and the new 
Commonwealth remain of great value, but Britain should 
re-think them not in terms of cheap food but of dear oil; 
not in terms of what the Commonwealth can do for 
Britain but what Britain can do for the Commonwealth 
in a changing world. 

‘For Britain and the European Community, ‘the chal- 
lenge is as stark as it is simple. There never was a time 
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when the case was stronger for being part of a Com- 
munity with the economic power to contribute to a con- 
structive solution to the present crisis. Yet the immediate 
impact of the Community’s problems tempts govern- 
ments short-sightedly to engage in go-it-alone policies, 
blinded by the shorter-term concepts of self-interest. 
‘For Britain, the Commonwealth is not an alternative 
to the Community. Both are important in different ways.. 
The best service Britain can perform for the old 
Commonwealth of|New Zealand, Australia and Canada is 
to make a success of its membership of the Community and 
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ensure a strengthened European partnership in the Western ` 
Alliance. The best service Britain can perform for the new 
developing Commonwealth is to make a success of the 
Community’s present negotiations for a new form of. 
partnership with forty-three African, Caribbean and 
Pacific countries. 

‘Ii Britain, in the approaching dialogue, can reconcile 
its problems with its partners in the Common Market, the 
Community and the Commonwealth can together provide, 
a model for a healthier relationship between a united 
Europe and a united group of Third World countries.’ 


‘Fits Where it Touches’ i 


VAT on Children’s Clothing 


. by HUGH MAINPRICE, LL.B. 


Laws, and in particular tax laws, should be drafted in clear and unambiguous 
language so that the individual is aware of both his rights and his liabilities. 
Unfortunately, language is imprecise and words have different meanings, 


dependent upon the context in which they are used. 


For the individual this is disadvantageous; for the lawyer or accountant, it is 


often their raison d'etre. 


ARLIAMENTARY draftsmen are not infallible, and 
frequently draft laws which are so verbose that it is 
nearly impossible to extract the meaning from the surround- 
ing verbiage. This is not, I hasten to say, because legal 
draftsmen are intoxicated with their own verbosity but 
because, in. an endeavour to cover all eventualities, they 
find it necessary to be lengthy. 
Occasionally, they err on the opposite side.of the coin and 


seek to cover complex situations in one short sentence. They . 


think that if they do not explain their terms, sooner or 
later a Court will. Whilst it is the duty of the Courts to 
interpret statute law, it is not entirely fair on the individual 
if the law is so drafted that it requires judicial interpretation 
to be readily understandable. 

The classic example of imprecise draftsmanship must, I 
venture to suggest, be contained in group 17 of Schedule 4 
to the Finance Act 1972. This group appears to relieve 
from VAT all children’s clothing, but in practice it does 
nothing of the kind. The draftsman, in an endeavour to 
exclude small adults from obtaining a tax advantage, has 
produced an item which is virtually meaningless. 

The relevant passage of group 17 reads as follows: 
“Articles designed as clothing or footwear for young children 
and not suitable for older persons’. This may appear clear 
to a layman but the immediate reaction from a lawyer is: 

(a) What do you mean by ‘young children?’ ; and 

(6) What de you mean by ‘suitable for older persons?’ 


.Purchase tax precedent 


There was a similar relief from tax for children’s clothing 
in purchase tax legislation. Under that law, ‘garments and 
footwear of a kind suitable for young children’s wear’ were 
exempt from purchase tax, and this exemption was intro- 


duced when purchase tax first came into existence in 1940. 
From 1940 until March 31st, 1973, the taxing authority: 
(Customs and Excise) had interpreted the phrase ‘young 
children’ as meaning children below the age of 14; however, 
on April rst, 1973, the Customs decided that the phrase 
‘young children’ meant, children under the age of 12. 
Perhaps All Fools’ Day was a suitable occasion for this ` 
piece of administrative idiocy. There can be no reason why 
the age of 12 should have been selected, nor can there be 
any reason why a young child should become an older child 
on his or her rath birthday in 1973, whereas in 1971 the 
child remained a ‘young’ child for a further two years. 


Strict interpretation ; 
The truth of the matter is that the Customs authorities, 
aware of abuses under purchase tax law, are seeking to 
interpret the VAT provisions in a way which will exclude 
the avoidance of tax by adults who are lucky, or unlucky, 
enough to be below average size. In introducing the pro- 
vision in his Budget speech of 1973, Mr Barber said: ‘It is 
not part of my responsibility as Chancellor of the Ex- 
chequer to add to the many advantages already enjoyed by 
slim and nubile young women.’ Whilst this statement was 
good for a laugh in the House of Commons, it has apparently 
induced’ the Customs authorities to deny tax relief to 
‘children who are neither slim nor nubile, and who indeed 
are more likely, because of their age, to be suffering from 
what is commonly called ‘puppy fat’. 

Because it is the private individual, i.e. the final con- 
sumer, who pays VAT, it is immaterial to the taxable 
trader (save, perhaps, in terms of consumer price resistance) 
whether or not the article he sells is taxable at the standard 
or zero rate. Indeed, for a retailer who is normally paid in 





738 \ 
.cash, there are distinct cash flow advantages from selling a 
standard-rate product. As an unpaid government tax 
collector, such a person enjoys the use of the government’s 
money for anything up to a period of three months. 

Thus there is no incentive to taxable traders to challenge 


an administrative ruling by Customs and Excise. What. is. 


now happening is that many articles of children’s clothing 
are being charged with tax at the standard rate because of a 
view put forward by the Department. 

It was in order to give a cheap and speedy remedy for 
disputes with the Customs and Excise that the VAT 
Tribunals were set up. On the whole, they have proved 
effective but, unfortunately, from time to time they avoid 
giving rulings which would assist the business community 
in hackingea path through the VAT jungle. 


No definition 


In the recent case of Jeffrey Green © Co Lid v. Com- 
missioners of Customs and Excise [LON/S/73/153; The 
Accountant, March 28th] the Tribunal refused to attempt 
a definition of either ‘young children’ or ‘suitable for older 
persons’. The appellant, a wholesaler of clothing mainly 
for children, sought a decision from the Tribunal as 
to the tax status of eleven single-stretch jumpers which 
had been supplied to him as young children’s clothing. 

The Commissioners contended that, notwithstanding 
that all of the garments in question were within the measure- 
ments laid down in the notice No. 714, they were not de- 
signed for young children or, alternatively, were suitable for 
older persons. It was argued for the appellant that the 
‘Tribunal ought to decide that the term ‘young children’ 
meant children under the age of 14 years. The appellant 
adopted the reasoning put forward by the then Solicitor- 
General (Sir William Jowitt) when introducing the clause 
in the Purchase Tax Bill in 1940. During the debate in 
Parliament, the Solicitor-General said: 


‘T will endeavour to exp Jain our object in putting the 
adjective “young” before “children”. The word “children” in 
law means anyone under the age of 21, unless you find a 
special definition in the Act of Parliament; as is the case, for 
instance, in the Factory Act, which defines a “young person” 
as being under the age of 14. 

“We all know of those who are only children in years but 
who are as long, and as broad and as fat as persons of adult 
age. I am sure we have all hzard of the fat boy of Peckham. 
This [relief for children’s clothing] has nothing to do with the 
idiosyncrasy of the particular child. A child of 12 might be 
malformed in such a way as to require boots even larger than 
those of a policeman. This [relief for children’s clothing] will 
be defined by reference to the sizes and the sizes will be those 
normally regarded in the trade as appropriate for children up 
to 14. In that way we shall detine what we intend by the use of 
the words “young children”. 

‘If we did not put in some qualifying words it would mean 
treating children’s clothing just the same as the clothing of 
grown-ups because a person of the age of 20, generally speak- 
ing, takes about the same sizes äs a grown-up.’ 


In other words, he made it plain that size and size alone 
was the only criterion for tax relief. So the appellant asked 
the Tribunal to rule that a ‘young child’ meant a child 
under the age of 14, and that the term ‘suitable for older 
persons’ meant capable of being worn by: an older person of 
normal size. 
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Unfortunately, as has been said above, the judgment of the 
Tribunal made no attempt to interpret the law; it merely 
found, as a matter of fact, that ten out of the eleven gar- 
ments were ‘suitable for older persons’ because of their 
‘stretchability’. 

In their judgment, the Tribunal made no reference to the 
appellant’s arguments and gave no guidance to the clothing 
trade as to the meaning of this difficult group. They said: 


‘We hold that these words “designed” and “suitable” should 
be construed in their ordinary grammatical sense. As to 
“designed” we hold that this means “made” “made as 
clothing for young children”. As to ‘‘suitable”’ we hold that this 
means “‘fitted for, adapted or. appropriate”. 

“The phrase “young children” is one ` of considerable 
width. We do not find it necessary to attempt a definition 
thereof certainly not by age alone and certainly not by size 
alone, because different children reach different stages of 
development at different eges, . . . The phrase “older persons” 
is a wide concept and intended to be such, and we see no 
necessity to attempt a definition thereof. We have no doubt 
that it extends to persons over the age of 18 years and to a 
great many under that age in their later teens and maybe 
younger.’ 

In the very recent case of Walter Stewart Lid v. Com- 
missioners of Customs and. Excise [MAN/73/29, The 
Accountant, May 30th] the matter was again 
canvassed. In that case the subject of the dispute 
comprised leather coats, and at least the Tribunal there 
made some effort to define the upper age limit for young 
children. The relevant passage of the judgment reads: 


-‘Whilst making no general finding thus defining such 
upper age limit, we are prepared to accept 14 years as being 
reasonable in the case of a girl’s outer coat, having regard 
to the clear purpose of Parliament in. relieving young 
children’s clothing from value added tax as being to save 
parents’ expense during the period of rapid growth, which 
we observe from the British Standards compilation BS 
3728:1970, put in evidence before us, as commencing to 
decelerate after the age of 13 years. Furthermore, the exhibit 
obtained by the Commissioners hereinafter referred to, and 
agreed by them as being suitable for young children, carried 
a label showing that it was designed for children of 13 
to 14 years, thus demonstrating that the Commissioners also 
accept this age as falling within the description “young 
children??? 


Different view 


From the above it will be seen that the Tribunal has 
placed a different interpretation as regards age from that 
of the Commissioners, notwithstanding that the Tribunal 
appears to consider that the Commissioners accept 14 
years as the top limit. 

However, in their Notice 714, the Commissioners state 
that they consider that the phrase ‘designed as clothing for 
young children’ applies to children of average size up to 
their 12th birthday. There is a great deal of difference 
between 11-year-old children and 13-year-old children. 

So we are back to square one. The net result of the 
decision will be that clothing clearly designed for the young 
children’s market — as the Tribunal found all the garments 
in the Jeffrey Green case were — will be charged with VAT 
because it is, or may be, capable of being worn by older 
persons of small stature — or by professional models. 
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The Expanding Use 
of Microfilm 


ICROFILM has now settled down 


into what is largely a service industry. 


Few users have their own cameras and even fewer their own processing 
equipment. The vast majority only have readers and reader/printers in-house, leaving 
the rest to a specialist bureau service. The only exception is where the original 


documents can be filmed on a flow camera. 


This type of camera is as easy to operate 


as an office copier, which it resembles outwardly, and costs no more than the more 


sophisticated copiers on the market. Ap- 
plications suitable for this type of micro- 
filming include accounting and manage- 
ment documents. For such applications 
there are now a number of ‘active’ 
microfilming systems. ‘Active’ in the 
microfilm sense means that the docu- 
ments are filmed while they are still in 
current use. 

The development of such systems 
has been aided by ‘jacketing’. The film 
is cut into individual frames which are 
mounted in a transparent holder known 
as a ‘jacket’. This normally has the same 
layout and format as a standard fiche 
so that when the jacketed film is dupli- 
cated the result is to produce a fiche 
for the working copy. The advantage is, 
of course, that when the record needs 
updating, documents which have come 
to hand later can be inserted in the jackets 
in the correct sequence. This method 
is particularly suitable for use in the ac- 





Computer output microfilming is largely a service industry handled by specialist bureaux such as 


Kodak, whose COM equipment is shown here. 





counting area as it overcomes the 
necessity to collect all the relevant in- 
formation before a document set can be 
micro-filmed. 


Magnetic tape conversion 


COM (computer output microfilm) 
applications are developing at an even 
faster rate than non-computer applica- 
tions. With few exceptions users obtain 
the computer output in the form of 
magnetic tape which is sent to a bureau 
to be converted to microfilm, or most 
commonly super-fiche. This is a type of 
microfiche on which more than 200 
documents can be recorded on one fiche. 
The equipment needed to convert com- 
puter output tape to microfilm is 


expensive, and can only be justified 
in-house by the largest users. 
The chief advantages are that COM is 




































fast and therefore does not tie up ‘th 
computer to any great extent while it is 
printing out; it is also compact ~ about 
3,000 pages of standard printout will go 
into 16 fiche — consequently where there 
is a large file it is easier to search than ` 
hard copy. In addition it helps to over: ` 
come the high cost and shortage of paper. 

However, to use COM you need a 
reader, as with any other microfilm, am 
it is therefore limited to applications. 


Ce 


A typical flow camera. The new Remington 
Model 500. 


where the information is needed in-. 
house or at most in situations where iti 
practical to provide suitable readers. 

These and other applications in the 
field of micro-publishing and drawing. 
office applications will be discussed at 
Microforum "24 which takes place at 
the West Centre Hotel, Earls Court; 
from June 18th to 21st. 

Preliminary announcements of new 
equipment to be shown at the exhibition 
which accompanies Microforum confirm 
the trend towards the greater use o 
fiche with its attendant advantages of a 
more manageable record. Typically, 
there are 60 to 200 plus documents 
recorded on each fiche compared.. tı 
3,600 to 4,000 documents on a standar 
roll of 16 mm film. The availability of 
cheaper readers is another point in favour 
of fiche. 

Microforum ’74, Business Equipmen 
Trade Association, 109 Kingsway, Lon- 
don WC2B 6PU. 
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Recording Attendance 


Buick NATIONAL Systems have launched. 
a flexible working hours time recording ` 
system known as ‘Key Staff’. The 
equipment functions by means of élec- 
tronic impulses fed from a transmissit 
source into a bank of electronic counters 
known as registering units. : 
Each employee has his own u 






E 
Li 
operated by his own individual key. 
Be vantages claimed for the system are 
“that since the key is not kept permanently 

in the unit, the units are virtually 

tamper proof. Short of smashing the 
unit or getting a duplicate key it is 
difficult to avoid making a true recording 

-of attendance, so the manufacturers 

claim. There are also built-in pre- 

cautions against power failure upsetting 
the accuracy of times recorded. 

` The control unit determines the extent 
of core time and flexible working time 
and allows for non-working days to be 
omitted from the program. Readings of 

attendance are transferred to register 
sheets and°cards. This two-part set 
enables employee names with associated 
debit or credit hours to be carried over 
from one period to the next. 

` The system is infinitely expandable 

and can be used for any number of 

employees, there being more than 7,000 

variations to the keys. This should be 

more than adequate for a semi-manual 
stem as most organizations with over 

7,000 employees have computerized pay- 

roll and equipment exists for the direct 

input of attendance figures. 

< Also from Blick National Systems is 
a new attendance time recorder with an 

automatic two-colour print facility. It 

prints late times and overtime in red. 

Suitable for up to 100 employees per unit, 

e time recorder prints horizontally 

on to standard 7 by 2 in. time cards. 
‘Blick National Systems Ltd, Albion 

House, Benjamin Street, London ECıM 
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Pocket Calculator 

Yer another model has been added to 
the range of pocket calculators, this 
“time by the Omal Group. The Omal 
~ 2000 is a breast-pocket, 8-digit display 
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=> The Omal 2000 mini display calculator. 
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Part of the Brazilian executive suite range from Maple Interiors. 


model with a memory. Included in the 
specifications are a constant key, floating 
and fixed decimals, percentage key, 
plus/minus key and VAT logic. This 
makes it rather more versatile than many 
pocket calculators at a price of £54 
plus VAT, including spare batteries. An 
AC mains adaptor costs {2-50 extra. 
The calculator measures 5: x3? in. 
and weighs 5} oz. 

Useful for those who find using a 
calculator easier than pencil and paper. 

Omal Group Ltd, North Circular 
Road, London NWro 7UF. 


Office Furniture 
Wir extended deliveries for many ranges 
of office furniture, Maple Interiors 
have turned to Brazil for a range of 
executive and reception area furniture 
which is available for immediate delivery. 
The executive desks in the currrent 
‘military chest’ style are in rosewood 
veneer ~ complimented by hide up- 
holstered chairs. 
Maple Interiors, 
London WP 6JN. 


38 Warren Street, 


Packing Records inte a 
Small Space 


TwINLock have introduced a Rotary 
Strip Index with a capacity of 20,000 
records on a unit which oceupies only 
five square feet of desk space. 

The base unit is designed to take 
interchangeable panel discs, which come 
in three sizes ~ 25, 50 and 100 panel 
capacities. These discs hold standard 
Twinleck Strip Index panels. Hence 
users do not need to buy maximum 
capacity units until the index builds up 


to a size which requires the extra capacity. 
Twinlock Ltd, Beckenham, Kent. 


Intercom Systems 


NATIONAL PANASONIC have introduced 
a new 2-4 way intercom system called the 
VN-481 series. With a maximum of one 
master and three remote stations it is 
obviously intended for small offices. 

A loudspeaking system has an output 
power of 300 m.w. ~ more than sufficient 
for most indoor locations. Subject to 
suitable wiring, remote units can be up 
to 500 metres from the master. 

The system can be either battery 
operated, or mains operated via an adap- 
ter. Individual units cost from £895 
to £29, making the cost of a four way 
system about £55 to £65 plus the cost 
of installation. 

Teletronics Ltd, 256 Wimbledon Park 
Road, London SW19. 





National Panasonic's loudspeaking intercom 
unit 





FINANCE AND COMMERCE 


Vavasseur Reconstruction 


HE accounts of J. H. Vavasseur, re- 

printed this week, tell the story of 
financial near-collapse in the City ~ a 
story which is all too distressingly 
familiar under present conditions of 
liquidity problems in fringe banking 
and in property. The Vavasseur story is 
told in various ways in the figures them- 
selves, in Note 1 to the accounts and, 
indeed, in the lengthy and qualified 
auditors’ report. 

As that report states, the accounts have 
been drawn up on the basis that recon- 
struction proposals submitted on May 
21st become effective — which they will 
have to do because there is no other 
option if anything is to be saved from the 
Vavasseur wreck. The basis of the re- 
construction is that a new company — 
J. H. Vavasseur Group ~ be formed to 
acquire the ordinary and preference 
capital of the existing J. H. Vavasseur, 
and £16,377,168 104 per cent partly 
convertible subordinated unsecured loan 
stock 1983 of the original company 
cancelled in exchange for £8,188,584 of 
new 124 per cent subordinated unsecured 
loan stock in the new concern and for 
approximately 80 per cent of the issue 
equity of the new concern, before a rights 
issue to raise some {£1 million. 

Every four 25p ordinary shares in old 
Vavasseur become one new 5p share in the 
new company and each old 54 per cent £1 
preference share becomes one 7-7 per cent 
(net) redeemable cumulative sop prefer- 
ence share in the new; the terms of the 
loan stock exchange being, for every £4 
of existing stock, £2 of the new 124 per 
cent stock and three of the sp ordinary 
shares. 


Four factors 


Development of the troubles is set down 
in the J. H. Vavasseur & Co report and 
in Sir Gordon Newton’s statement to 
shareholders in the reorganization docu- 
ment. There were four particular factors 
having major effect on the group. 

The banking subsidiary, the Vavasseur 
Trust Company, was affected by the 
problems of the group itself and by the 
general loss of confidence in secondary 
banking. The group entered into large- 


scale arrangements to protect the bank’s 
liquidity. 

In mid-1973 it was decided to reduce 
the group’s property interests sub- 
stantially and a key matter was a condi- 
tional contract to sell a 51 per cent owned 
property subsidiary, Roeday Properties. 
The contract was not completed by the 
proposed purchaser. Legal proceedings 
have been instituted but because the sale 
was not completed the group has had to 
provide additional development finance 
to Roeday. 

The major fall in stock market prices 
both in the UK and overseas has affected 
the value of the group’s investments. 


Cumulative effect 


The fourth factor was that the acquisi- 
tion of Barclay Securities - largely 
financed by the issue of the £166 
million of convertible loan stock — was 
intended to provide the group with funds 
to continue its expansion in the financial 
sector. In the event ‘a very large amount’ 
has had to be written off the company’s 
investment. 

The cumulative effect of all this was to 
leave the group as a whole in an illiquid 
situation at the end of 1973. 

The rights issue to be made immediately 
after approval of the reconstruction will 
be to the holders of ordinary shares and 
loan stock in the existing company, with 
the ordinary shares of the new company 





Sir fan Morrow heads the new board 
responsible for the reconstruction of the group. 



































Proposals 


comprised in the issue carrying warrant 
to subscribe for further ordinary shares 
Issued capital of J. H? Vavassew 
Group, following the reconstruction and 
the rights issue, will be £50,000 Im: 
77 per cent net sop preference shares 
and £1,018,881 in ep ordinary shares. 
There will be £8,188,584 of 124 pe 
cent subordinated unsecured loan sto 
198r. : 
The board of J. H. Vavasseur Group 
headed by Sir Ian Morrow, C.A., FCMA 
J.DIP.M.A., F.B.LM., and the four othe 
directors will be Mr Clive Hollick,- of 
Hambros Bank (managing director}; Mr 
David Probert, F.C.1.5., F.C.M.A., MME, 
finance director of Lion Internationa 
(finance director); Mr Ian Wasserma: 
a director of Slater Walker Securities 
(non-executive director), and Mr Mic 
Boggis, A.R.1.C.S., a director of Berkel 
Hambro Property Company (non-execu- 
tive director). 
The make-up of the board indicates the 
sources of assistance to Vavasseur. The 
need for that assistance is a long a 
involved story. 
Vavasseur carried on a wide range oi 
specialized activities in the financial field. 
These were mainly banking, money 
broking, personal financial services, in 
vestment management, life assurance, 
instalment credit and property. Some ma’ 
consider it a serious shortcoming that a 
group managing money for others does 
not seem to have been able to manage 
itself, 


Asset values 


Since the end of 1973, certain assets have 
been sold and although substantia: 
realizations have taken place, the de 
pressed state of the stock market and the 
virtual absence of a property marke 
have prevented assets being realized 
quickly enough or at sufficiently good 
prices to reduce group indebtedness to. 
the level permitted under the trust deed 
constituting the Vavasseur loan stoc 
Vavasseur is in breach of the trust deed. 

The directors and their advisers had 
to consider whether liquidation would 
enable stockholders and shareholders to 
realize a greater proportion of th 
























_ investment than under a capital recon- 
struction. The group balance sheet shows 
het assets of £230,000 attributable to 
rdinary shareholders. But the value 
laced: on the group’s properties and the 
16-15 million of interests in associated 
mpanies, which includes major interests 
‘Lion. International, Vavasseur South 
Africa and Vavasseur Pacific ‘are likely 
‘0, be materially in excess of what would 
; obtained on a forced sale by a 
uidator’. 

Liquidation, it was considered, would 
realize nothing for preference or ordinary 
ateholders and significantly less than 
r for holders of the loan stock’. More- 
Y, as a subordinated. stock, the loan 
ock could not be repaid until the claims 
all other group creditors, including 
ders of guarantees from group com- 
inies, had been satisfied in full. That 
dd have taken a number of years. 

‘he policy of the board of the new 
ompany will be to concentrate on ex- 
panding and developing the group’s 
ding activities other than the banking 
and instalment businesses. In order to 
educe the present high level of borrow- 











ings, realization of properties and other 
low-yielding assets continues. 





Mount Row Fees 


ITHIN the £528,251 of pre-tax 

profits of Mount Row Holdings 
there is £342,088 of ‘fees’, which prompts 
the auditors - Touche Ross & Co — to 
comment in their report: ‘Due to the 
nature of the transactions, it is not pos- 
sible for us to form an opinion with 
regard to the basis used to arrive at the 
amounts involved.’ 

Property and finance are Mount Row’s 
main business and the ultimate holding 
company is J. A. Pye (Oxford) which 
holds 52°45 per cent of the Mount Row 
equity. Pye has entered into agreements 
with Mount Row subsidiaries whereby 
those companies are offered participation 
in any ventures that fall outside Pye’s 
normal geographical operating areas. 

In the case of Pye entering into such a 
venture instead of (or as a participator 
with) a Mount Row subsidiary, the latter 
receives an agreed fee for forgoing its 


potential profits. The fees of £342,088 in 
the 1973 accounts (£170,965 in 1972) were: 
receivable. by a Mount Row subsidiary 
for participations in ventures which, 
because of their size, have been given up 
to Pye. The fees, a note to the accounts 
states, ‘have been arrived at after taking 
into account relevant costs borne by that 
company’. 

In his statement with the Mount Row 
accounts Mr Graham Pye, the managing 
director, tells shareholders that at Decem- 
ber 31st, 1973, group investments in 
joint ventures totalled £1,713,251 cover- 
ing 27 different schemes — “The agree- 
ments on joint ventures between Pye 
and subsidiaries of your company have 
been renewed for 1974 and it is the 
intention of all parties to continue on the 
same basis in the future.’ 


Bid-Defence Costs 


AVING achieved a return of 224 
per cent on assets employed in 1973 
compared with 17:1 per cent in 1972, and 
with pre-interest and pre-tax profits at 
£750,719 aginst £524,678, there is 
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J. H. VAVASSEUR & CO. LIMITED 





We have examined the annexed accounts and notes on pages [742 to 747] which 
ust be read in the context of the background described in the Directors’ Report on 
page 4: The accounts of certain subsidiaries and of the majority of the associated 
panies have been examined by other firms of accountants. 























As explained in note 1 on page {744] these accounts have been drawn up on the 
is that reconstruction proposals, which are being submitted to members and 
holders of Loan Stock on 21st May 1974, become effective and that as a consequence, 
Apart from those businesses which for the purpose of the accounts have been treated 
being run down, the Group will continue as a going concern. 


An addition to making provision in respect of certain commitments outstanding at 
1st December 1973, the Directors have deemed it prudent to estimate and make 
ovision for the subsequent diminution in value of portfolio investments and for the 
ost of running down those businesses which they do not expect will continue on a 
ng term basis, and to write down the book amount of the Groupe trading and 
ne properties on the basis of a professional valuation made as at 30th April 


“Although we believe that the Directors have made the best estimates which they 
. hevertheless in the present uncertain circumstances there is difficulty in deter- 
ining the accuracy of provisions totalling £5,696,000 in respect of unrealised losses, 
‘particular provisions for advances by the banking subsidiary and warranties given 
bythë Company, which in both cases are primarily dependent on the ultimate realisa- 
tion of properties not owned by the Group. 


“Subject to the reconstruction becoming effective and to the accuracy of the pro- 
igions for unrealised losses referred to above, in our opinion the accounts give a 
true and fair view of the state of affairs at 31st December 1973 and of the results for the 
“year then ended of the Company and of the Group and comply with the Companies 
Acte 1948 and 1967. 


PRICE WATERHOUSE & CO. 
Chartered Accountants 

3 Frederick's Place, 

‘Old Jewry, 

London EC2R 8DB, 


47th May 1974 




















CONSOLIDATED PROFIT AND LOSS ACCOUNT 
For the year ended 31st December 1973 
1973 1972 

Group Results before Taxation: Note £000's £000's 

Businesses other than those sold or in the 

course of being run down 2,790 
Share of profits of associated companies 2,501 
Businesses sold or in the course of being run 

down including provisions for estimated 

future losses and goodwill written oft (3,697) 
Losses less profits on portfolio investments 

including provisions for reduction in market 

values in 1974 and losses realised in 1974 (1.160) 
Amounts written off, and losses less profits on 2,936 

sales in 1974, in respect of shares in sub- 

sidiary and associated companies tegether 

with provisions for obligations relating 

thereto (8,216) 
Premium on acquisition of Barclay Securities 

Limited written off (7,154) 
Deficit arising on revaluation of trading and 

investment properties less profit on sale in 

1974 of Group's head office premises 18 (1,284) 
Central interest and expenses (2,282) 

Taxation 1 to 4 (16,502) 2,936 
Group 5 (577) (7,187) 
Associated companies (1,071) (9) 

(1,648) (7,166) 
(18,150) 1,770 

Minority interests (share of losses/(profits)) 520 (444) 

{Loss}/Profit attributable to members (17,630) 1,326 

Dividends (224) (300) 

Balance carried to balance sheet 9 (17,854) 1,026 

Earnings per ordinary share 7 == 17-01p 


The notes on pages [744 to 747} form part of these accounts. 
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naturally disappointment in the Fothergill 
& Harvey boardroom that retained profits 
were down from £143,667 to £85,054. 

There were two main reasons, both 
outside the board’s control; one being a 
tax provision absorbing 49 per cent of 
profits as against 38 per cent the previous 
year, and the other the need to write off 
the costs of defending the company 
against a takeover bid by the Jones 
Stroud group. 

Fothergill & Harvey’s chairman, Mr 
J. A. Jordan, GA, comments: ‘It is 
particularly galling that we should be 
penalized to the extent of £40,611 — on 
which we cannot even claim tax relief — 
for defending ourselves successfully trom 
an unwanted and unwarranted takeover 
bid.’ He considers there should be some 
recompense, 

‘It should not be difficult’, he suggests, 
‘for the Tak2-over Panel which regulates 
these matters to introduce a system under 


THE 
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which costs in such circumstances would 
be awarded against the bidder in the 
event of an unsuccessful bid.’ Although 
unsuccessful in its bid, the Jones Stroud 
group commanded 29-26 per cent of the 
Fothergill & Harvey equity at the begin- 
ning of April. Mr Jordan, however, 
‘can make no comment on their intentions 
which they felt unable to clarify when 
approached’. 

The question to be asked is whether 
Jones Stroud will bid again-and win 
next time. 


Delta Changes 


Wee were made in the layout 
of The Delta Metal Company’s 1973 
annual report and the, changes effectively 
asked the question of what should come 
first. In Delta Metal’s case what comes 


first, immediately after the contents . 


age,.is the chairman’s statement, which 
pag 


743 
i 


means that the reader of the report has 
comment on Delta achievements without 
knowing what the achievements were. ° 

In the 1972 accounts, four pages of 
contents, calendar, notice of meeting and 
profile of Delta appeared before the 
summary of the year’s, operations on 
page 5. In the changed layout the sum- 
mary does not appear until page 1r. 
Surely the summary should come bang 
at the beginning so that the reader has 
an immediate view of the yeaz’s results 
compared with those of the previous 
year before he goes deeper into the 
figures and the commentary. In the new 


- layout the directors’ report comes between 


the chairman’s statement? and the 
summary. 

The information in the Delta report 
is full and sound, but the changed order 
of the contents hardly matches the im- 
provement achieved in the style of pre- 


sentation and the information provided. 





CONSOLIDATED BALANCE SHEET 
31st December 1973 


Note 
Ordinary shares 
Preference shares 8 
Reserves g 9 
10% per cent. Partly Convertible Subordinated 
Unsecured Loan Stock 1983 10 
Other loans 11 


Minarity interests 
Deferred taxation 


Current liabilities (excluding loans) 


Bank overdrafts 42 
Balances with banking subsidiary 

Creditors 12 
Provisions 13 
Taxation 5 


Dividends 


Premium on acquisitions of subsidiaries less 
amounts written off ` 
Fixed assets (other than trading and investment 


properties) 14 
interestin associated companies 16 
Net assets of banking subsidiary 17 


Net assets oflife assurance subsidiary 
Trading and investment properties (7972 

Development properties) 1,2&18 
Current assets (axcluding trading properties) 

Investments and other assets subsequently sold 

(at amountrealised) : 19 

Stocks 

Investments a 20 

Debtors 

Balances with banking subsidiary 

Bank balances and cash 


The notes on pages [744 te 747} form part of these accounts. 








J. H. VAVASSEUR & CO. LIMITED 
) BALANCE SHEET 


31st December 1973 





























1973 1972 r 1973 1972 
£000's £000's ~ Note £000's £000's 
3,035 1,798 Ordinary shares 8 3,035 1,798 
100 100 Preference shares 8 100 e 100 
(2,805) 9,433- Reserves 9 (5,513) ` 8,129 
330 11,337 (2,378) ` 10,027 
104 per cent. Partly Convertible Subordinated 
16,377 — Unsecured Loan Stock 1983 f 10 16,377 —. 
16,797 17,331 13,999 , 70,027 
10,434 7,036 Other Loans 11 5,994 300 
682 1,703 
379 309 Current liabilities (excluding loans) 
Bank overdrafts 12 
Creditors 
Provisions 13 
Taxation 5 
Dividends 
Fixed assets 14 
Interest in subsidiaries 
Shares 110,261 
Amounts owing by subsidiaries 12,332 
2,465 2,625 PR, 
122, 
1,004 5,694 Less: Amounts owing to subsidiaries e 
16,154 386 
1,500 1,192 $ 
=- 241 Interest in associated companies 16 
10,044 617 Current assets 


Investments and other assets subsequently sold 
1 


(at amount realised) 
Investments 
Debtors 


GORDON NEWTON 
P. N. SCOTT 
Directors 


Bank balances and cash 


The notes on pages [744 to 747] form part of these accounts. i 








4,153 — 

20 2 10 
169 991 

6 113 

4,330 1,114 

25,078 12,083 














éi 





THE 
ACCOUNTANT 


Poad 


June 6th, 1974 


*(Aseppysqns Rupyosg PIRU Buipnyouy e. C3 Z461) W9-yz3 0} Bupunowo sojos pue sooj 'o8ei0yoiq 
‘UOISSIWWOD Sestdwos seLeBIpISGns aoueinsse e pue Burjyueg ey} Buipnjoxe dnoss ey} so JaAOUIN} OYE 


4QAOUIN] "E: 


“SBP ous aouRjeq ey} Je Bujna s3124 @BueyoXe ye Buras ul passodxe ole sengen pue sjessy 
sarguauna GëÉIeug-/ (8) 


"uopeniga ,S10]9EJIp 10 eigpaudde oraym 
ƏNJLA JOHJEW "100 JO JOMO] OY} 16 Dateie og ‘So|UedIUOD PƏJEIIOSSE U! g1seietut UU) 10YO ‘sJUBUYSeAU| 


squawuysaauy (L) 


"Soul [NJASN Doiguutse Ia 9AO step att] JYBIRNS A uo JJO UITIUM ale SASSER paxty 
uoneaeidag (9) 


“ONJEA OJqLSHLƏI YOU PUB SOD JO 10M0) OY} Je p93eIS 318 SYIOFS 
sy901g (G) 


“puey uo seysedoud əy} Dutouguu u; paunou) soieys seyjo 
pue }5819}U! Dateinunoog sopnaut ISOD "(91 90u 99S) H/GL [Udy yog 32 se vonenjea jeuorssajosd g UO peseq 
ƏN[LA ƏJqVSI]LA1 aU pUe YSOd 10 JAMO] ou Je a}eHa1HGe ou) U! payeys ale səadosd zuəwnsəaur pue BuIpe1t 


sənsədoid jueunsaaut pue Gumpe1t (p) 


“A'N OUL 02 partie e10mM SƏLIPISGNS SRASIGAO UEL 
JO S}JO1d pouleies OU} H eige/ied eg Wan YIIYM 3781 JUALIN OY} Je Xe} UOLIOd109 "D 405 BpeU S} UO!SIAOIg 


uonexej pauajag (E) 


'EL6 | 13qWAIA ISLE papus SYyUOW UJU ƏY} JO} gung) payıpneun ay} UO peseq pepnjou! Useq PALY YLW 
ISLE S! PUd LGA OSOM Datt |BUO|eUJaIU] UOT JO enga) OUL ‘YO unum spunowe ssoj sBurusea pouelo zo 
aleys ayedoidde əy} snid 1S09 16 papnjou! ele SelUBdWOD payeloosse Uy SJUaWSOAU! S,dn019 eut 2ueuefeueu 
Əy} u; sazedioiued 3) eau pue jedes Anba ay} ut zua Jad OZ ULY? SSƏ3j JOU $0 }SoJ0}UI UB Douigie Sey dno 
Su) YIM U! SejuedWOD Peyeloosse JO S}jNSaz out 10 818S SANOIY out epNjau! SjuNoooe pajeplOsuCS OYJ 


Sajuedulon pareossy (GG) 


Un USYUM SIUNOWL sso] ‘1SO9 Je JoBYs GULLA OYL UI Poxels oe SoleIpisqns U! SAEYS 


anssi J0 oun eu 16 enjea pelonb sey} Ayjewsou ei 
Yoryaa ‘soreys sou) UO peseld Si enjBA Joye Je} B ‘SOIBYS JO NSS! UB JO WOJ OY} UJ UO!esapisuod 104 (11) 


“OpEW st 4940 BY} OWN OY} 16 YOOIS ULO) 
ƏY} JO ONjeA Y7 10 pled YSed Jo JUNOWE AY} St Lea *Y20}S LAO] 10 YSE JO WO} OU} Uj UOHBIepysuOd 104 (1) 

s S —:SMo]|O}$e pazejna 
-189 S} sajuedio9 pƏPIOSSL U| 1ëe1etut 10 zetpipisgng 10) UOHesepisuod eseyoind yo punowe ayy, (4) 


"0 He, SYUNOWE Sep) SaLeIPIsqns JO SUONISINDIL UO WnjWeld,, Sp }eeys I9ULJeq Payep!josuod ƏY} U} palzeo S} 
‘umop UN Bulag Io ƏSINO9 ou) U! SƏUPLIPISANS Oo) pue dnoly seljndag Aptupg ayy Jo UONISINDIL au 0} 07231 YOIUM 
sjunowe yons Jo uopod Aue jjo Dupuuw Jaye ‘uonisjnbae Jo salep out Je Sjesse ojqiBue, Jou ou 0} Gemngouug 
SƏNJEA Gu) Pepesoxe saLeIpisqns U; SAYS 10} uoperapisuoo ayeBasGBe out yorum Aq qunowe ey) (ei 


. *Aeipisqns 
B ugoen Auedwod painboe ay} zeyl elep eu UO esed Laxey BulAey se pazes: aa sey BYE l ‘IY seluedwo5 
Gut 10 GOT URIS JepUN sysezezU! Ay OUI JO UO sinboe Aue 1eaA ou Bunp pasinboe seuetpisqnsioy (p) 

D 


“yjuow yoro Buunp sotucdwoo a304} ui 19911 oBa;UedIed eu) 03 Dupio2og ’siseq yiuow Aq (Duo) 
g UO pajyejnoyes Uesq eAey dnoip ayy 0} eiqeInquye saruedwos esou) (Ou SLHOId oy} ‘SeluedWOD payejoosse 10 
səuepisqns jo Aynbe ou ul ysaie}ul s,dnoi5 out Ui syuawoaow uasq eaey 8394} 183A ay} Bunnp eipuAn (9) 


‘uollisinboe 1104} Jo seyep earjoaye eu) Wop papnjou! ose pauieles pue seed oy} 
Buunp paunboe sejuedwos pejejoosse Jo Sins) oy) Jo aeys dnog ay} pue sauelpisqns jo Sne) eut, (q) 


*,, (pesijeel Junowe je) pjos Apuenbesqns sjesse 19440 pue eens, Buipeay ey) epun 
‘sjesodsip uo sessoj jeu 10} Bulpiaoid 2a3je jasys eouejeg eu) Ul papnjoU) ave ‘AleIpisqns soueunsse 
Su ey Buipnyjoul opp yeeys eouejeq əy} 0} puenbəsqns jo pesodsip seysipisqns uj Sysozeyu! eu) (1) 


pue sjunosoe 
Gu 0} SƏ}0U U! paliejep ale Jaays soue]eq payep!|osudd ayy U; ajeBorBBe ul UMOYS JLA JO syesse Jeu eu (1) 


—: 484} }da9oxe payepljosuoa Uea0 eaey seluedwod Ale|pisqns je 104 szunoooe ay) (8) 
uonepijosuog (4) 


£90191]J0d Bunupnooc "2 


+u189U09 Duof e se enupuaa 
IHM ‘umop unu Bulag se paea: Ueeq Gap sLunooge asyr zo əsodind aU} 101 yajym sessəursnq oso, woi yede 
'dno19 34} Ley} PUE 9A198443 SeUIODeq UOINIJSUOI9I BY} JEU} SISE G4} UO UMBLIP Usa GABY SJUNOIIE esau (1A) 


*dnos5 ay) 10) S911119} Buryueq aimn) yo uols!Aoid əy} 104 yuawaabe Ue pue onse siy WZ e eq 
IIM 3434} SjuawWaBUB.e aly Jo ued sy ‘Auedwoo Burpjoy mau ay) Jo seueys Aaeulpig pUe 49039 Mou 101 aBuLeyoxa 
U! E86} AOS Ue] paindesuUN Pajeuipsogng sjqisaavog Åled "ue Jed Sot Bunsixe ayy jo uonejjosueo out 
pue Auedwoo 6uipjoy mau o Aq pesinboo Buloq Aucdwog ey} eAjoaut sjesodoud ayy Sue) [21088 UJ “P/E L ‘ARI 
3817 UO Áuedwog a43 Jo Siequiow pue siapjoyyoos o) peyoiedsap Buleg eie pue poli] yUeg somquey yum 
uonsun[uos ul 51070311P ƏY} Aq pesiAsp usaq eazy sjesodoid uonoNSsUOdeY ‘ejqeAedal SOWO y90}S eu) pue 
SINON EYsinbes ou peAles BAeY Seolsn4y OUL “~Payoeesq UBaq eaey E_GL 29016 ueoq PainoesuN pajeuIpiogns 
BIQNIBAUOD Áed jUed 2ed Sot eut Bunmusuoa paag snu, ey} Aq pesodu! suonoiyse: Bujmonog oul (A) 


"ops BoUe|eq Palep!|OsuOd ou ul 
Dapniout ase Ae YIM 38 SIUNOWE ou JO SSIXƏ UJ Ge SASSOLISN BOY} JO SON|BA eu $10}99J1P eut JO Uo1udo ƏY} 
uy 'UMOP UNI Buleg JO asinod 9Y} U} JOU ae YOIYAA SƏSSHUJSNG OSOY? jo UO!1sINboe ay} UO Buse UNIW IOSIY 
ay? Stuesodel 994S ƏIULJEQ Pajep!josuod AYI UJ UMOYS 000'G9p'ZI JO IUNOWE jenpSə1 Əy JJO ue EB SBY 
umop un: Buleg Jo esinoo out ut 20 pros sassauisng jo uonisinboe ay} uo Bursue winiweld out jiy ‘SBupjoy s,dnoig 
Əy} JO sanjea oufoiens ou) "oieudoidde eiaym JUNOIIG OJU) UILI OAL SIOJOBIIP eut Soiugchuo? Dogtageep 
Bunjea uj sənepisqns jo uonisinboe əy; uo Dusug wniweid ays UMOP GLM O} pue sajuedwoo Dogtooseg 
U1 383493U S dno1g ay} 97E}S94 0% SOU elen OY} U} AleSsadaU 1 Palap/SUOd HALY S1070911p AY} 'uONIppe Ly (AL) 
` oigoplgAg Ajjuauno 
SoigLiDsg jpg ou UO Q00’9G9’GF 18703 YO!IYM SUOISIAO/d ou peseq eaey 81019011P oU) sassoj paspjeasun Jo Joedsal 
ul suo}s}Aoud ajeinooe Bujuluueyep ul SOIULISWNI UlEZOOUN JUSSOId Ol? U! ÅJNINJIP B|qeJepISUOD et E28YIIS|UAA 
"Ep jooys eouB}eq 64} 0} UaNbesgns SƏIUBJSWNI U! SoBUeYs PUL S{UBAS JO }UNDDIE Oye] SUOISIAOId OUI SeSED 
uey uj “sIseq Wa} Buoj R UO enupuo Wlan Josdxa JOU op Asya YoIYM səssəuisnq esou) UMOp BulUUN: Jo 1509 
ƏY? 10} PUL S}USWISBAU! 01/0}JHOd Jo SƏNİLA Uf VORNUIWIP OY} JO} ‘eep 1eu1 16 Bulpue}ssno syuauy}WWOS Jo joadsal 
Ul ELEL 4equigseq ISLE 16 UOISIACJd yew pug aigutsag 0} JUepNd 1 PawWesp GA suO}JOIIP OY} ‘UORIPpe Vİ 
*yUNOIIE SSO] pue UO OY} U! YLA Jeep usaq sey uonenjea ou) UO Guise 19 ayy “Jeeys aouUB|Eq porepijosuoo 
Əy} O}U! peyesocdioou! Useq Sey ‘Uo!JeNjeA a4} JO aep out pue C76 | JaqUiadaq Is LE UBEMIEq pannou; ain}Ipuedxa 
10} Jusunsnipe Jeu ‘UONeN|eA SIUL FEIL IHdY YloE 18 se sansedold yUuaWSeAU! pug Bulpes $,dnoig oui jo 
Uo}enjeA e No Aled o} ‘SIOABAINS paiapeyg ‘UOOOAA ‘Bue sauot payonalsut ssojoadIp ayy PLG, Wd UT (II!) 


` *əjqeyjodun sesseujsnq 
S,dn019 OU} 10 U}2}99 epew ap "Daieiune BULAQ MOU sajes sasazu! YBIY GU? JO Une) L se ‘pue sjesse S,dN019 GU} 
Jo U18}189 Jo GNILA ay) U! AU!IƏP JEIJULJSqNS 2 pasned ergy aacge 0} paiajas SƏBUBYI 20020 esseape oul (I!) 


"Digog out O} SJeSIApe Se Joe pinom pawn yueg 
soiquiey Aq paonpodju! jeuuosied Jayjo PUL MONO; Ue] 11g JY} pUe SƏNBIPISGNS UILLA UI SALUS UO poinoes 
8q PINOM dono out 104 Auge) ou) ep ‘OLA Aq ape seoueApe Ugen Jo Auldgioeloo ayy JULNEM DInOan 
Auedwog 8y} ey; siseq ay} UO oiOpIpAg opel gie SƏ e} gea "Onoie oun JO sepuleWEs ƏY} 10} Auer 
JayUNy 8 pue (,,OLA,,) paw Auedwiog isni} inesseae, ay ‘Aeipisgns Buryueq s,dno19 ay} Jo syuawywiu09 
ee o) $1798} 0jLos-Ə618] JO UOIS|AGI eu) 101 ‘peyWIT yueg SpÁoj pue payu yueg sosqwey ‘sioyueg 
jediourd s,dnoip eu YIM papnjouoo auam sjusweBueue 7 G1 Arenuer uj Ae eut jo pus Gut 18 sulajqoid Ayipindiy 
paoueedxe dnos5 ay} ‘siojoes Alisdoid pue Buiyueq Arepuoses ayy uo J09}j9 1843 pue ‘ezg, sequIa0eqg pue 
JOQUIOAON U! Gde]d YOO) YOIYM J'N YF UF SUORIPUOI OJWOUOI UJ SIBULYI OSIIAPL ƏY} Jo ]NSal yop £ sy (1) 








dnoig ey} jo uonenys 1uesoid L 


SLNNODOV JHL OL SILON 


H 


. G3LIAIT ‘09 B YNISSVAVA Hr l 8 





THE 


745 


ACCOUNTANT 


DH 


June 6th, 1974 


KOCH Aout HEI 


Disaieus pied Ajued ou se Sous) ewes ou 03 z90fqns ate Gesin pied Ajjnj oseyy “sezeyg Areulpig pled Ant 
ULM pangs! 019M soleys AWAYIS BANUSSU! JO SIOPJOY ‘EZGL PUB Lie u senssi UORLSHEZdELI jo }ynsal 8 SY 


pied Ayng (1) 


“pred si aoud uonduosqns on jo eouejeq ayy eye nun szyu BURoA pue puspiaip Aug you op seeys eseuL 















































Eege . 








` ZEO‘SvE 

















z 





e E $ "Stuogd Buipes) 10 SUES jejideo esnjny uo seßueyo uOnexey 


aonpel 0} ejqepeag aq Aew Aen pésijees Anuenbesqns ere sesso yons Bujwnssy "ueet Ueod Set Jett) XL} 
ou yom 10} JUNGODE sso} pue yyold out ur peBueys usaq aney E L7 0} Bununowe sesso] 10} suoisinosg Dm 


7 ` Srel ‘Aenuef 38} oigpipd (000'81 47 ZL6L) Nu 3 pue 


~u 


plL Leger 3s} qaaa {000'66LF zte 1) 000° LLY3 X83 uonBIod109 20 SƏPNJOU: UOREXE 104 AYIQ OYL D 











"EZ61 ‘equiedeg ISLE 0} SYJUOLW euI eut 104 























2 Os o ; He - ques 13d ze 38 pue EIEL UO ISLE 0} SUZUOWW e824} OL} 10) 1067 Jed OY 16 epet ueaq sey sesso] $,dnoip N 
7 <: ZEG'GE ZE8'b8 Ke ay a osg-ltz Gu isujeBe Jes eq JOUURS Yo]yM Selelpisqns UBG JO Syjosd ou UO x8} UORBIOdIOD "dn 40} UOISJAOIg (1) SS 
SH D ` O0EPtI 002’rL = R j - OB I-1Bb á- SN : z. S e SE SS ja a 7 
ods DOG Oe "0060 E e OL aa E: S © Eesen S R i s ig F ` 
OSC og Obt og See = 09: LLS L g 99L'L 89'i ` De i 
00s’ 009’8 ee = Se OS: teit L SN — ed ` R ` Ze a 
, GE ger Ze e DEE 8 6 o's ge ee „` seuedwoo paysioossy jo eieys 
: SE oooi 7 — a 2 OC I~ LEE : Zi" ; LLS 
SC ke DO0DZL ER Ee a 00: b-16-0 3 . bo IRA E a WI 
> k g EN 009’r . a EK 06:0-18-0 = -(081) SC ` g 3 r Xe} 4keA JOLA Leute SƏSS0] JUGIIND 10} Jolley 
- S saseys-jo  seleys jo A 3 ` o 8 i ` o Se : 
oa JOIN Jequinn zs eoud uonduosqns ` . | 76 déi ? E ` ` VHS DSEEISA .. f 
$ ZLE SEL", at `.  VUDUINEIN "E E — £8. ; ‘ å p8Al0984 SpuaplAlp "yf, UO XeL 
—+sebuel Bue) aut UIM BIOM ELEL (egene ISLE 1 opgeet ui Sue ESO Dep i ((000'EZI Z461) 8 ege: 0 i L3 jonos uojexe} ajqnop ssaj) xe} uopeodiog Kli 
eypio saoud uònduosqns Wunuyxew ey] “eweyos ANUAI] dnoly snesseaeA H feu JapuN zuawojje UO aiqeded - 5 aN i 1e0A Su 104 gunee Wé uo poseg, 
dz ‘yago daz 40 soreus Aeupeg ‘dnoig ey} jo seehojdwe dojuos 0} ensst 0} pəsnoyzne alam S10799NP AYL | S,0007 0003 ST e Een 2 H 
1 spied Aed (1)- ` SEA ee ZS 
dt : aa says aweyos sanueouy (q) SE E ` 2 í aay i dch ffe 
aCect ` eege ` : 2 SCH ` 
o t t Ts 1 H ` 
` 9g 6 ` ei 11n; ul dn pied seipus eweyos oaiueout oge’ zy ES D fi : _ n i 
(Lb) + J2y1deo sieys Dësuounng u; egpeut o} Buljejes sesuedxy E , 0009 Wi roa CH Ge ` É 
(619) 6LS ` Dieu Sazeys g Alana 104 } 40 siseq ou uo enss} uonesiendes e7p’6z0'z (11) Ei 9. 3 Sg 009° 13 — 100013 ME 
PpOg 60L payu] senynoes Áejoeg E L SÉ `  Q00‘°S3 — LOSZ 3 A x ~ ` 
` f: Jo uopysinboe ou 10} UONBISpIsUOD oy} Jo ued-Ajsnes 0} apy'yeg'z (!) -€ z s? : - 00973 —0. ` Sra TA 
gei auf Buunp penss! SYS | sequin, sequinn ` 7 i —: seBues Bulmoyjoy a pu! Dan asam S]UOWIN]OWA 81039011 
alen ` ge - ` eet "Menuer as, e saeeg | "TV MANN , EM ! E ` 
8,0003 5,0003 "7 : ; ` ` ; 
ee et N Zi l gL x ais" 3 (siorap ary Z461) Jogemp pied isoyfiy 
-oes Aeuipio i ` — EE "e d Wb sequieseq 15160} Aieniqes 18} — Vë 
— ailəm Jeo əy} BuUunp Junoose wnjwed wm pue tendes ass Aniapue dn pied ut sjuewencw (ei E Ta e GN S DA {480A jin} 7261) Menuep ise 0348; — UEUIUIEU à 
"428e LZ 40 SƏILYS eoueielsid BANEJMUNI "21ue Jad Fg 000001 pue yasa dgz yo soseys AleUIPIO (0000096 , $ I SMO||O} SB 319M ‘SUOIINGIJUOO uosuad Buipnjoxa 'syuawnjowea ,S10}994p |ENPIAIpUy 
2261) 000'009°L| Busudwoo Ce 7 Z461) ug-b7 Sem Auedwog eu Jo je}tdeo ays pasnoyzne əy, d Ehe > i 
See E H 62 cpl > i3 i 8 
ook ool OOL oo} pied An) ‘yore L3 Jo sozeys oouaiajoid ; . 
` EW əanejnwuna Dau “JUed-3ed ege 0} zuajeanbe) “Jued Jed Fg | — g : JORISIIP ewo} 0} Lued BNeIB xy 7 
SEN dE hee Ee ` L P. e 7 S10}981[p JOU} 0} suosuəd - "` 
86L'L 988" aeoe , PERE i ER es ` £ DN (solueduios payeisosse Aq Pied S 
el Ei Te. Lë S pied Ang ‘ SS E (000° Gei zZ6t) 000°43 Buipnjouj) syuswinjowe juewaBeueyw ` 
6 ZE 8 18 pied Aed k j SSIUGLUNJOLUS 81039810 
: D CC : :mojeq (q) yoee dgz jo seseys Awupig ouieune ealuesuy ` S e 
9LL'L EZ 966% 966°C Ac E pied Ant ‘yoee dgz Jo sareys Aeum0o `| ez TLL Seed Q 1040 SULOT 
SO007 ' $,000F 8,0003 8,000F d S iss gge’L (EZ6L 4918W PEL Woy) 
dn E poe dn pled Se pe nss| ` 1e}1de9 BAUS 8 WW E861 20016 ULOT Painoesun pereulpsoqng AQAUOI Anted "Auen sed Fo, 
; S “sareys aweyos ealjuaau] Bupnjoxe ing ‘Zel Bunp ənssı | 42 “Le Se ; 08/ZL61 Sean uson ETS æde ' x 
ul saieyg Aaeulpio jo eBeleae paiyBiem ou uo" pue 000’0ze‘ Lg Jo sBuluseo eyqeinquyye uo peseq Si uonenopo | 408 -` L90'L |. - - (O00'LOLF Z464 7 
aul Sopusg ELY'SLO'Z 40 BNSSI out PaA[CAU! YDIUM EZEL aqwuezdes yry, UO Dieu seeys Aiguipig eA Agang _  pasierdeo goo’soeg Suipnjoury sBuymouog gt Vous JEyIO pueg yueg 3 
2% dgz jo e:eys AUDIO Mou OUO JO NSS; uONesie}deo ey} Jo JUNODIE eye} Z/G L 10; eys Jed sBujuieg d ` -e)qeded yseraqu] 
f əeys Aieumpao sed sBujuieg "Cl eg OLL uonestowe pue uonelseideq -~ 
00E PE f ; ip 6L i ; S uopesaunwes Song ` 
18 = x (seseys pOL'COL'L uo soë ue. sed §-9 02 pe Xe} pajes0sse N esz payonbun-— nd {as S . 
` b S dosd g 
eiz ozz . EE EE 10d GRP SEI EST ER ler: — ELL f pezonb — SAJUBdUWOI Doietoosegp U0 SPUOPJAIG 
` S uo ssoiG juga Jad ZL Scei) saseys ere '€86'6 uo (ssol6 "ued ed oct 03 upon L. i agn z _psjyonbun ~ GE SE GN 
s DE xe peyejoosse yim juejeainbe) you “jueo Jed Z8- 8 so e261 4090390 gell pied : supai -89 ESL pazonb —. (agtupduioo poyeisosse uey} e420) SLUOWZSOAU, WOI BWOdL] 
Sumpupn |- : x R 4 ` e 
9 t ` ezet Jequueseq sie pus eunf woe pied (ssos6 1499 ‘ad S G z461) yeu Aug sed 98: 5,0007 8,0003 . E y a 
SO007 $,0003 eousieseld | ZZGL Leb 8 ° ‘ 
44-74 EL Spuepinid KR > R ~ -UOPBWIOZU] JUNODOB sso] PUB 10010 30430 ‘p 
i i ` aan 09 8 YNISSYAYA HCO e S l - 





THE 











June 6th, 1974 














S ege 
988 tavar 
ze Lz 
Sir iera 

5 — Ip L 
R EI DOIT 

- et $90 
LEL azia 
89 Gët 
— OELG 
$s,0003 5,0003 
zZ6t £464 

dnoip 
OOL "PIO 
> 00L “PIO 
00L ‘PIO 
SL "PIO 
00L "PaO 
oe po 
00L ‘PIO 
H OOL "PIO 
Z, 00L. ‘PIO 
001 PIO 
< 00L “PIO 
EA 00 “PIO 
Z, 06 “PIO 
Lë ‘PIO 
w es P10 
O oa 8 
0 "DI 
Q 001 "P10 
Q 09 ‘PIO 
< oot ‘PIO 
OOL “PIO 
OOL le 
. -OOL P10 
` OOL “PIO 
prey soueys 


eBejueded - Jo sept 





; ‘(000'LELF ZLEL) 000'LYL‘93 dno:D (Q00'%Z7 Sept) IIN-g Aude `. 


— SJUGUIJSGAUI psjonbun Jo Gotpntga 510319940 
*(000'6993 ZZ6L) 000‘996'p3 SeesieA0 Peionb seseys JO ƏNJEA IONE! 
“(HY F ZL6L) 000'Sb pF UleyIg 18019 Uj payonb sezeys Jo enjeA JOEY 








N 




















<a , ELE 

— — Aigiptsong Burjueg yo syesse jou Ui pepnyjoul sjunowe See) 

ee LIE 

— LLE soiuedwog pejejoossy Woa enp zunowe JON 

$z Ke ' ` 

(zg) — : sold pouezo jo oupus 

92 ke? ` ` Geonbun 

— — SBBSJGAO Dëiont 

= = ( wg3 40 ympoob 
BujApepun Buipnyoul) uleyug 1019 ut parong 

$,0007 3,0007 HO Uë11un SJUNOWE Sse] 1S09 Je SJUSLUJSOAU] 

eLét EL6L 

Auedwog ~-i SMO}}O} Se dn epew ei sojuedwog peyeloossy ui 1ee1e1ut (e) 


ie f səuedwon pezejoossy ug 3s3183U| “OL 


SOPBIPISGNS 1904 PUj 
(PUEHOH Ut poesodioouj) A9 jeyueuRUOD IMOSSLAL Ag 
S (puenoH UI Paigiodioou "A9 [EUORLUISJU| NesseARA, 
: Ne paur] SBulpjo}y] SRASJIAQ INGSSBABA 
É ‘yw S nu peyeiodicauy) OU] SIOYSIBY "YW UMPI e 
`" paw senses Agjoeg 
_(Binoquiexny ul peyerodioout) Vv S ‘ISN UpOUëuI SJOJSEAU 11 
Wir sojedolg 18ply 2 
Dau seezueleNy inesseae,A "Hy “fT 
Ss Dout) Soine INƏSSELALA 
poyu seequeiend de uepeng 
Ss pau] Upay JOALIL 
papur Auedwioy ISN, sNeSseABA SUL 
_(paseyaind souls eet Anou %0L) pour (sBuipjoH) Aqedozg yomyewepy 
i ** pau seniedoig ÁBPOOY y 
i SR d Wi E Ka ge "7" PEW] SONEWSOD JEE 
X Pa}wir Buiddiys Buonsuny 
S ZS dë "e? ER (pios sours) Gau) a0up1neEN e417 INOSSLAL Ay 
b i S "7 Dau) Ssad1Alag ƏBBBLOW SI0ZSIAUJ ISIA 
** Det? (SBUIPIOH) einyjnopBy INƏSSBALAg 
Dau) SedIAeS }B!NUeUIY ;BUOSIOg INESSBABA, 
ue Daun yuewWebeuey LUN snesseAe/Ay 
`" Daun SIO S@AU] 18111 INƏSSLALA 
Pop (eBueyoxg uBje104) seuor g AAOUEH a 
We papur (sieyo1g) 2eAayy 93 
SSIMIOYIO Digg sgoun UlpLug 18015) U] pozesodioou; ole soiuedwoo jiy 
Spugipisgns jedjoujsg “GL 


H DÉI DÉI DÉI ae 





cee DEEL E26 L Jequieseq IS} ¢ Ye seoupieg 
© OLL '  Je8Á ay} 10} uonejooIdog 
(ael)  (zz9'z) Sajeloosse MOU selueIpisqns 
{zz} teroz) i Paljissejoas SƏadosd 1Ueu seau) 
. o ZY (409) j peddesos 10 pjos sue 
bg £89 suonjppy 
= 66 ` Ott .  Səuejpisqns yum ponboy 
gaz DES ` €46, Aenuep is, 3e seouRjeg 

s,0003 §8,0003 d S 

uon uopenjea - 


-ejoaudəaq 10 1805 





1018M 189Å ou Bulunp uoNelsesdep pue uonenjea ‘soa ul syuawasow (q) 











rege mee OG6'G VOOL ZEE aert 3 a 
eg ge og pont ZEE ` aert souelpisqns 
OO Kg 00g SS = kend (Aysedoud pjoyesesy Buoj Buieq) 


e = Auedwog out 
S ` :Aq paumo (ei 








EH KH Se Seen == 

997 Deeg boot zeg SEEL 

SES org 80r ` 062 89 ~ 3809 ye wWewdinbe pue MƏUYIBW 'JUBJd 

Zë 8k’ 907 č = 8y . 3809 18 sBuipiinq pue DU) pjoyoseej HOUS 

Se ZŁ Sa SE e 3509 Je suopnippe snid 

; = uonenjeaie sBulp}ing pue pue pjoysses] Buoy 

EST — ESb’y OBL = O61 380078 SBUIP}INg pue DU pl pjoyesy 
$0003 5,0007 §,0007 8,0003 5,0003 %,0003 ` d 
IN uon UORENJeA yon uon }s09 Ke 

-a1981dag 10 1509 ` -e1oeideg 

ZLEL eL6t 7 


(sepsedoid yueujsoauy pue Bupe uey} “19430) siesep Pot) ‘yL 


somige eum 


JepuNn uMOYs op SƏSSOUJSNG UMOP Buluuns jo 3s09 ou pus sənjjiqen yueBupuo? jo yoadse: uy SUOISIAOJd pue 
Sigg ƏSOUZ Jo JUNOWE eut WOI peloNpap uo JALU SJƏSSE JUONI Jo ON{eA GUI U; UORNUIWIP ett JO} SUOISIAOId 


SUOIS[ADId "EL 


'sajado:d uleyed jo seseyoind eut Jo uonajdwoo uo anp 


(000'6£83 ZZ61L) 000'E L63 ePNjoUI s1031po19 *Ajonyoedsa1 (000‘L0pF ZZ61) 000'6ES'Z3 PUE (O0'OLE' LF Z264) 
000‘Z66’EF 01 pazunowe saieys pue seedoid uo peinoes- -Auedwog eu Jo pue dnog ey} JO syespsoro yueg 


sseupe}qopur pamoes ‘ZL 


“SOON, 94} JO JuowAedes 


uo 10 08/PZ61 Sei Gu) IO Aus ul Anfas pg uo ooye sod doz: 9g Lye Auedwo9 oui 40 yoro dgz jo eOoIpug ArcUIPI 
PPL 10} aquosgns o yYyBy out selised SON ou) JO JeUIWIOU OOLZ Up ‘OBE sequieoeg ISLE UO BurpUEIs}NO 
uay} Aue o} se (9) pue 08/94641 Sea au Jo Aug ut uondo e Aueduoc oui 3e (q) O8/P/GL S1834 out jo Aue ur 
dequuacegq ISLE UO uondog iepiou 94738 (e) Jed je ejqeAedes e1 08/ZZ6 | SMON UO) Deinaesun uodo 6 oul 














3E0'L terol 

9EL = 

= ZCL 

E ELeg 

SS 6 

= 060'L 

00E 00€ 

s,0003 s,000ł4 

Z468 EL 
dnoig 























00E v66'S k 
= SS E a sa gd spuog abeSyow Aq poinses 
SE na ge ` (peinoes) sigoA eal) UNM B\qeAedal sugoj 1010 
= v69’S ` as ` (peinoes) SIBBA BAL} Hin gigsiedei we yueg 
= Sie D KS Se A gë SS PL6L 
i əunf. og e[qeAedel) senjueqeg pamaasun ued sod Fp 

S = "(rie t aun r UO e}qeAede2) yoo; ueoq Deimogeun 1067 Jed 6 
OO 00E . 08/7461 S90N ueoq pamoesun ued idg 
SO007 §,0003 GH 5 S BS 
ZE ELEL ` 

` Auedwog SUBOT 49430 “LL 


“E86 L Jequienaq 


3S}Ẹ uo Jed ye əjqeAeda sı payeauod 10 peseyoind ‘predal Aspoiaeid JOU 4901S Ily “SAISN|OU! £8/9/61 sie 
Əy} yo Aue ul Ae 1s, ¢ uo yore dog jo seseys Aseulpic pied Ayn} Z} oyu! jeurwoU Z9Z 4929 JO INO LEZ HOAUO9 0} 
DË əy} səs (perur senunoas Aeleg Jo uoNIsinboe ey} YUM uonoeuuoa ut panssi) y0}g ueo aoge aL 
E8EL 4901S ULOT Poimoesnn PEJLUIPIOQNS OQIL Aled "21067 48d FOL "OL 








DI 









































LLECSU) 398 ERëL LEES LU g 
Ott = keng Orv... ; a S =  Auedoud ployeseo} 
` SC 7 uonenyeaai uo snidins jo UoNesyees uo eist, 
(¥98’21) 9v8 geg: (R671) Wd "` paurered 1ĽaÁ au 104 (SESSO"]) Stad 
ERLZ 61 S82'l GIS + ` "2 E26} ‘Aenues ys} ie 
8,0003 5,0004 8,0003, 5.0004 
[BIOL seiuedwoco 
payeioosse selieipisqns Auedwoo 
“ul eu) Ag Su Ag 
I SAAO}[O} SB 940M 166 əy} Buunp punoaoe ssoj pue youd uo SJUSWOAOW oul 
Erëe (g08‘z) GK IELegi 
ER (48291) 648 ` (6e6°L1) ak. wh GE junosoe SEO] pue ijoid 
Ott Ge Ore ; i s DÉI an ee ae Áuodoid 
e a. oS. oS Ployeses| Io uonenjeaas uo snjidins pasyeaun 
0189 4 AN 018°9 Era At (e)g “ : Dan junoooe wintweld eys 
S.000F 5,0003 s,0003 s,0004 SON 
2Z6L Let eZ6L €Z6L i “3 d 
dnog Auedwog : SBAIOSOY "E 


GALI ‘OD B YNISSYAVA HE -) l ME a 


` 


THE 


747 


ACCOUNTANT 


June 6th, 1974 - - 


s 


*(000°LZP'L3 ZL6L) 00F'L96'0L3 03 payunowe ‘eaoqe pepnjoup Aprene Loosse: '9J Se) 000‘0%0'L3 
40 seejualens pue SORIB LUSBURUOS pue Jeeys GIUBJLq PajepsjosuOoS ou ut pepnjou, Apealle (000'ZZ93 ZZEL) 
000°2 LG'EF JO Sol/eipisqns jo sseupsiqepu! yueq JO seajueienB Burpnyou! ‘Auedwog out jo sgenueippg . 
shueduto (41) 
“(000° eo? ZZEL) 000'Z LE‘ LZ oi pojunowe einyipuedxe JuewdojeAep Auedoid Jo yoedsei ulsjueWIWWOS 
s *Jeays e9uejeq parepijosuoo ou) 
u} suoisiaqid u} pepnjou! pue epise yes Ueeg sey 000'98£°13 YAIM jo oedsal u! (HA ZZGL) OOO'LZ LES peleo 
sajuedúos payeloosse u; saeys ‘posmbas 41 ‘eseyoind 0} suonebiqo pue syuewywwoo Buuuauepun 
"uawuedag asrueieng spos 1Hodx3 ay} Aq peajyuesenB uaaq pey (000'£997 ZZ6L) 0000093 Y214M Jo 
(000'08S' LF Z£61) 000'694L3 03 parunowe peyunoosip sji!q Jo }99dsa1 u! dpo1p euy} Jo senijigeueĝunuon 


000’ He L340 ssouparqapul yum Uopoeuu0o0 UI dnos eu Aq sjedpoulud 0} ueAIB usaq pey seszuesenĝ Iyo ` 
“dnoig ayy Aq paejuesenB sBulmoiog yueG jo Ino 
soled Bun. Aq pasugu ueeq pey (000' E9E'I ZL6L) OOO‘EEGS' LF WNS SIU} 40 *(000'L Ip ZZEL) OOO'SET’ES 
oi pajunowe ano5 Sp Aq Pesugupnfb pue peure uaaq pey yoiym sued} Sue puodes Aed piy, ) 
` noen (1 
A ' s}UBWJWWOD pue senyWIqQe!I] JUeBUNnUOD pue seegueseng "Lë 





















































“soned Dn 19410 JO (og ege? ZZ6L) 


eege si rr : Aes 















Specs 
zeri 008'L a re en D a is ag me gi 
a a: 
Pë LBE - S 
ei: = , Se ae a xej UGEIOdIOD | 
re Laz S mes wc Wé E `: SUOISIAOg 
OEL‘Ze , t 2 Ge 
a, sir 4 
e Ge Cé GG ae ie vs Sam - 
de E Sos DH d Sa ——  syog 


en EE Maes Ke ST “squeq 49430 Bulpnjou! ‘sxewoysng 

` səjuedwos dnoB 1eui0 
oag Ds “Ate Pisqns eoueinsse at dnog 
Munoa 40430 pue }sodəp ‘zueung 






















E; —; P ‘ 

- "ugesat pazonbun ue s; yojym ‘paruy selezsy 801 yeleseuem ynos eut jo S12 Oe 188 az g f S SEN 
jeudeo | ays Aupo Əy} JO up Jed 9g pue 'uleug 18919 U) palonb sjusUNSaAu! U! Pepnjou! st YoIyM payu se eat si ae a KN sa af D ae + sassy pes) A 
(s5uipjoH)} weySunuym wean jo jendea aieys A1euipio ou jo "ue Jed OZ Ajoreunxoidde spjoy dno:9 oul ze iz aS: ss d * -77 (ët 90u) salueduios pazeloosse ul geet 
aio Dees y LS8'EZ ao : ` : a 
ere'l DL. T 2 d 9 
d : v z ee t > ae oe we = DÉI of oe Nä sia k 
Sec ergi Y T Së Sa Zu EG e es + ‘+ soueng g dr SÉ te e Gs Sr godt a cipncig 
ai z s DÉI D tee WI . sG WW Auedwog ou) së . z oe ne et ee ya “+ grawoisng 

` Aq paumo WW W Se WW v Ga Si sejuedwoos dno:8 18410 
GZ oge’L ` ge Es s at ne ‘+ Arpypisqns aouesnsse ot dnoig -` 
- g ` : {s}unoo0e InAnop 40} uarsiaosd Sei Sunooe 19410 pue Siouotemg o SsoueApY 
88E -418 < se Ge ` (000'88EF ZZ61 000'LL83 openen ,s10}0911q) Ezt 9E : E Pelunoosip Sg 
Cer ` p AO UEHUM SJUNOWE sso] 1SO9 18 SLUBUZSƏAU! pazonbun 964 sé 75 PA We Sa Se Es "" (mojeq oe) syuewseAU] 
Zei ‘ezz k = BENS We ** (000°SEZF ZLEL 000'6ZZI GNILA Loge) RK GZ) Ree NaN n To an " > GOHOU YoYs pue [729 72 Aeuoyy 
` Dn Vepuu sjunowe ssel *}S09 18 sgas1040 Pajonb sənunoəs 06 \ Bb 7 eS e GE gi ge a ssouejeq yueq pue yseg 
, ees. 982 alee D SES £ : : Ké We (000ʻ8683 S,000F S,0003 > ` ` sassy 
Ké PLEL "ug WOE ANJELA (ep) (000'66ZF ZZEL 000'6RY’ L3 enga LOMEN) eZél - EL 
yo WER sjunowe SSO} ‘WSO Je ULENG 38349 U! Deionb sanunoes ` Bulsiuduioo (000° Z6L'LF ZZ61) 000'00G' L3 40 Slasse aigÉuet Jou poyepljosuos pamoys 
6E 6L dg ee, Sie e (000'ZHHI ZZEL 000'0Z3 onign pig) (Aselpisqns ga sun) Bau) Auedwog Leni inasseae, ey] 40 1994S 99ULJLq eut ‘E76 ) “sequiadeg ISLE iy 
S,0007 $,0003 . @njBA piq pue s09 Jo 19M0] 18 dnog ey} Aq paBbevew senn jo shun Aueipisqns Bupjueq yo sjesse yey “ZL 
eZ6t eL6b - ` ` pasyduioo sauerpisqns : , 
eoUeUNSse oul pug Dunueg ays Aq prey asoy; pue sejuedwoo poyersosse u; uey} 13yo "SE ez BR says ApuIpI0 paur Auedwog young jjluuwey oul 
: “Oe oer o- cy D: saleyg eu pemum ` " 
EE EE ` Auedwon aoupunssy SU) S10}SeAU] JUEPLAL 
890°L estt 66 Seinjusgep eidtUieau0O7 
3 : gé Ss Ke WR SS es D oe ii WE: . puny Gulyjuls payeurpsogns "2ue9 sed ; 
0894 089'L E S Ss SS A A ‘i Siassy Dovid oo} əzou Aloss|wioid etgtigauoc Aue0 ehr? (epeuey ut pajesodioou)) 
oce E LLL, "o DÉI DÉI DÉI DÉI DÉI . Gemeen date al Sot Ael Lv seieyg uowwog pow szuawdojaaag e sBuIpjoH Josey 
BE , SEN . , “80! IPISGNS u Sg l ? -> Pua seed eu eUS pos Seluedwiog Peigiogesv (2) 
erer ` eer ze = " seaeyg Aseuipig peywry seladoig weyojen, 
dnoip Auedwog — pesijees ueaq ALY sjasse BUIMOL[JOJ OY} pua sBeA ou Ə9UIS DI seleys Apumpio paw sejo }s0104 
(posean s}unowe 3e) pjos Ajjuanbesqns sjesse 194JO PUL szusWyseAU] EL se i səleyş Aleuipso paw (s,uuy 19S) pjotjuioyi, 
i . OG - soueys Aleuipig Daum jeydeg ueipseny 
“sesiweld 89140 6v səisys Ameumn {e1odeBuig ul payesodioaut) 
peoy s,dnoid on JO yL6L uj} ayes UO 301d Done 94} jO Joadse UI ON0‘OTL'LF Sunanpep 40948 UNCOSE SSO) payu Sid Leodefuug) mopey Bug Maien 
pue jyosd eut ut YM yeep usaq seu "OD0E LC JO unowe 33u out PUB 000'L693 40 S386103} AyOUIW aoieg ool UBO} Dëinoesun OjgIeAuog "ue Jed G (Spuepeyoy əy} uj peyesodso5uy) : 
000‘P0r'z3 ei Bulsue HOOP OYL *uONeN]eA JO oiep ou) pue £76] ege ISLE Venue pounou, e:nyipuedxe i W3d PUEƏPƏN INƏSSBABA 
40} yuaunsnipe Jee SJUNOIOL OY} U) pelesodioou! $; pue 1818S Dua e pue ssAng Dua 6 uëpaio0 se GNJBA čr səleys ÄeuipIo fiddeyosteewenenojdxy ue-seoyog "A'N 
Jowew uedo A1 Juano OY) 0} pieBai Burney apeu sem uonenen GU 1 p26} ‘dy MOE 32 siOABAINg Pais ov . 4203S Amgup0 . porwr] sensedosd pOIqUlAA 
‘uoyoop, "Bue ‘seuor Aq uonenjea B jo JuNOWe oy} 16 pepnyoul eie sepiedoid yuo SeAU! pue Buppen ey) Ep yaos uowwog . (epeueg u! payesoducouy) 
soiuedolid zuswzsonuj pue Bumpeit ‘gL ` ` payung MOpEH sisyorg.omny 
3 os seieys AlBuIpig - (gory (noe ul pejeiodioouj) 
“yUBQ BY} JO SJUSWJUWWOI JeoU! 0} S9108} 91899-0818] popiaoid R peu (Atg) sÁejdsig Sulsnseapy 
sueyueq ‘yedrouud s,dnoip on “Aqaieym vLE Menuer u Ul pepnjauco alam SSES, L 30u Ul Doipsg sy zt Sieg Zeg (enensny uj peyesiodiosu}) 
` poywry 908d INOSSEALA 
OGL ` 86 : - EN 00}  seleys au ejqewsepəy "wna "ue ted Sa {eony ynog uj psyesodicouy) 
: 8r saieys Areuipig perjury Gouf ynog unesseAePA -~ ` 
86 e We (000' GLLF ZLEL “000 wen uonenfea S1039811p) sjuowyseauy EH GOL SLYS eid ajqetueepəy ‘wing “juss ied Sr aa 
ES SE . "7 (900°0EF ZTLEL anjea yoyiet) seasseAO parong 6t səieys MeufpIo papur Ieuomguieut (ott 
EL ER a ` (000°GLI ZLEE Ka EC L3 Ənjea yexsew!) uug 1eaie U} parong PISH 
5,000F $,0003 : Buaaonot eut SE SRUSWISEAU! Su eBeueoied TUAWISEAU] JO Sept 
eLel EL6L z E :aaoge (e) ut Depnu) sajuedwon peyeloossy jediound (q) 
dë < QALIN OO B YNISSYAVA: HI . : 











PART from 
hopes of lower interest rates and 
a renewed demand for gold, which 
put gilts and. gold shares batter at 


times, the stock market. 
particularly happy place. 
two main Tears, 

One is the fear of the cambined 
effect of falling demand following ` 
last winter's imposition of credit controls 
and rising inflation as the result of 
last spring's imposition of- higher 
taxation;.and the other isthe fear 


is not a 
IC reflects 


that the rescue of the fringe banks .’ 


will not prove to have rescued the 
property industry at a time of falling 
_ property and land values. © 

In the latter case, the difficulty i is of 
establishing values. The property and 
land markets are now ‘such that 
establishment of values is a precarious 
business, and-.for that reason the 
worth of underlying loans and financial 
_ support cannot be accurately judged. - 


Contained within the second fear 


are the severe doubts that hava. arisen 
concerning the stability of a number 
of independent finance and investment 
groups which flourished during the 
bull. market.. Rumours of financial 
trouble go the. rounds daily and 
denials make little impression. 


OPTING OUT Ss 


Rarely. have investors and City com- 
mentators alike worked themselves up 


into such a lather as ‘they did over 


Mr Jim Slater's oration at the recent 


Slater Walker annual meeting. There. 


remains the point to be made that 


although Mr Slater may well. se right 


in piling up cash in a period of high 
interest rates, it is not everyone who 
can opt out of commercial and 
industrial life to such a degree. 

If those „people concerned with 
North Sea oil developments followed 
the Slater line and opted out in favour 
of cash, there would be an economic 
problem or two around and a question 


or two asked. Privilege to opt out is 


only given to a few; somebody has to 
look after the shop. 


MISREADING 
The false’ furore over British 
‘Petroleum’s first quarter figures almost 
obliterated. the crucial poin? about 


the = still-springing y 
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them — -that the stock profits were not 
.big enough. But that point apart, there 
is room to doubt whether the reception 
given to BP's exceptional figures will 
exactly inspire company directors to 
issue quarterly profit statements. 

If exceptional figures are to be 
blatantly misread, directors may well 
consider that quarterly reporting is too 
dangerous a luxury. 


POLICING 


The Bank of England’s announcement 
of a decision to expand the City 
Liaison Committee so that it is repre- 


sentative. of the full range of City- 


financial interests came at the same 
time as the Labour Party’s Green 
Paper on Control of companies. 

The Green Paper was remarkable 
in that it seems to have been compiled 
-from the premise that neither the 
Takeover Panel in particular nor the 
City at large has done ‘anything to 
‘police itself. The very matters that the 
Green Paper quotes, such as the 
Lonrho affair, were brought about by 
actions of shareholders, and little or 
no regard seems to have been had for 
the actions taken to achieve control of 
such matters as ‘warehousing’ and 
‘insider dealing’. The latter point in 
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particular has been the subject of 
Takeover Panel recommendation, but 
Government so far has failed to act. 

The Stock Exchange , Council — 
incensed at some ‘almost libellous’ 
passages in the Green Paper — has 
arranged a working lunch meeting 
with Government members. The Stock 
Exchange's Chairman, Mr. George ` 
Loveday, has said: ‘We have nothing 
to. hide and think there should be a 
Royal Commission to be quite sure 
that a Government agency can do the 
job better than we can.” 


NO VETO 


The Wider Share Ownership Council, 
while endorsing the Green Paper's 
view that an overall companies’ control 
body is required — although not on 
carbon copy lines of the American 
Securities and Exchange Commission 
— criticises -strongly the ‘idea of 
effective ‘veto’ groups above manage- 
ment. and shareholders. The Council 
comments: ‘Nobody can be expected 
or could be encouraged to invest in 
British industry and commerce if their 
interest as shareholders can be over- ` 
ridden, whether by workers, directors 
or anyone else., In a free. society 
this is a non-starter.’ 


Rates and Prices 


~ Closing prices, Tuesday, June 4th, 1974 


Bank of England Minimum Lending Rate 


Money Rates 


July 27,1973 ..114% Feb.1,1974 ..124% Daytoday .. 9 -113% Bank Bills ` 
Oct.19,1973  ..114% April5,1974 ..123% 7days e 12 - 2months 123-123 
` Nov. 13,1973 ..13 % Aprii11,1974 ..12 % Fina Trade Bills . 3months 128-123 
Jan.4,1974 ..123% May24,1974 ..118% 1month .. 12§-144% 4months 128-123 
. ` ; 2months .. 123—144%  Emonths 13 -13% 
: 4 Da 
\ Finance House Base Rate „Smonths .. 123-144% , 
June 1st, 1974. 134% i Three Months’ Rates” Së 
Local authority deposits: .. 12% -13 % 
e ! Local authority bonds = 124 -12 D 
FT industrial Ordinary Index Sterling deposit certificates 124-124% 
` June 4th, 1974. 280°3 Euro-sterling deposits 14% -154 %. 
g ` Euro-dollar deposits 112 -123 % 
Treasury Bills Foreign Exchanges f 
Mar. 29 ...£11-9815% May3 .. £11:4664% New York.. 2:4002 Frankfurt .. 6:0250 
April5 .. £11:6518% May10 .. £11-4594% Montreal .. 2:3105 Milan «+ 1544-50 
April 11.. £11:4688% May17 .. £11-4507% Amsterdam ` 6:3400 Oslo 13-0900 ` ` 
April 19.. £11-4561% May24 .. £11:2274% Brussels .. 90-8000 Paris 11:6920 | 
April 26 .. £11:4830%  May31 .. £11:2125% Copenhagen 14:1150 Zürich 71250 | 
` ` Gilt-edged | 
Consols 4% ... 30 Treasury 9% 1994 . 69 
Consols 24%.. 18% Treasury SA, 84-86 e Së e 734 
Conversion 34% .. 263 Treasury 84% 87-90 ae a a 67% 
Funding 34% 99-04 . .. Ki . 31% Treasury 64% 1976 E oe Die 
, Funding 54% 78-80 Sa ie een -77% Treasury 34% 77-80 se as wo 73 
‘Funding 54% 82-84 f 683 Treasury 34% 79-81 ba at 2 eats 12E 
‘Funding 53% 87-91 54 Treasury 5% 86-89 E sa ww Di 
Funding 6% 1993 .. ... a 534 Treasury 54% 08-12 An =` bar 423 
` Funding 64% 85-87 D sët 634 Treasury 24% ae ae owe 8 ee) 6 18R 
Savings 3% 65-75 .. ‘ z 932; Victory 4% .. ar as fe « 97 = 
Treasury 93% 1999 ve 734 War Loan 34% 257 
: Retail Price Index (Jan. 1962=100) - 
Jan. Feb. Mar. April, May June July Aug, Sept. Oct. Nov. Dec 
1971 147-0 147-8 149-0 152-2 153-2 154-3 155-2 155-3 155-5 156-4 1573 158-1 
+ 1972 159-0 159-8 160-3 161-8 162-6. 163-7 164-2 165-5 166-4 168-7 1693 170-2 
1973 171-3 172-4 173-4 176-7 1780 178-9 179-7 180: ‘2 181-8 185-4 186-8 188-2 
1974 191-8 195-1 196-8 203-5 


‘ 
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Still in the 
Doldrums 


` 


To past fortnight has seen the worst days of the Ulster 
workers’ strike and the end of it. But even so the stock 
market has gone steadily down, if not for one reason, then 
for another. During the last week the Financial Times 
Industrial Ordinary share index fell from 292°5 to 276°3 and 
on Monday was 274:4. 

The Stock Market is flat on its back and few brokers see 
any hope of recovery for the time being. Hopes of a 
breakthrough in the Israeli/Syria disengagement negotia- 
tions and their subsequent successful outcome gave a small 
boost to sentiment, but only for a day or two. 

The Flixborough tragedy, talk of liquidity problems at 
British Land and Mr Jim Slater’s reasoning at the annual 
general meeting of Slater Walker Securities, when he 
said it might be hard to turn shares or property into cash 
‘but you can turn cash into something else almost as fast 
as you like’ brought sharp falls in property shares. 

Yet the property sector had previously been talked of 
as one which would almost certainly come again. An 
experienced director of ‘a leading London property com- 
pany has told this column that his company, has come 
through two wars and many changes of government and yet 
had emerged bigger, stronger and more profitable than 
ever before. And so it will be with many another 
property company, though possibly not with those 
which have very extensive borrowings at currently high 
interest rates to finance developments. te 

On May 30th the bullion price and gold shares made a 
temporary recovery. This is a highly technical market 
which was influenced by news that the United States 
Senate had voted in favour of American citizens being 
allowed to buy and sell gold, although the amendment still 
has to be passed by the House of Representatives. 

Below is a selection of British Funds and fixed interest 
stocks: ie ae 


British Funds 


Yield Yield 1974 
Price (flat) (red’n) High Low 
\ ap 
Treasury 3 per cent 1979 -764 3-96 8-80 764 65 
` Electricity 44 per cent ` i 

- 4974-79 794 540 9-43 794 69 
Treasury 9 per cent 1980 88%} 1044 12-41 884 oi 

Treasury 34- per cent E ~ 8 
1977-89 ... ie :73 4°78 9-39 . 73 , 64 
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Fixed Interest Stocks (Industrial, Commercial) ' 
Yield 1974 D 
Price (flat) High Low 
Burmah 83 per cent loan 1991-96 61 14-9 72 58 
Midland Bank 73 per cent loan R 
1983-93 sx Z D 644 109 104 642 
Staffordshire Potteries 9% per cent e 
convertible loan 1990-95 a 95 12:8 100 80, 
Tozer Kemsley 8 per cent 'con- 
10-8 115 72 


vertibleloan 1981 ae si 78 
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Ordinary Shares 


Few people manage to buy shares at the bottom er sell them 
at the top. This is because there is no certainty as to when 
the top or bottom is reached. Many shares are now standing 
at very attractive levels, yet most brokers think they 
will go a little lower still before they start to pick up. 
There is still too big a gap between the yield on gilt-edged 
and that on equities for this to happen; so the base lending ` 
rate must: come down further. The following property 
shares are put forward, not for immediate purchase, but 
as shares in good companies to be watched. 


P-E 1974 
Price Yield ratio High Low 
Artagen 25p shares .. 57 4-8 14-0 63 38 


Slough Estates 25p shares 403 5-6 
Regional ‘A’ 25p shares 40 5:9 
MEPC 25p shares 1134 53 


18-2 58 ae 
144 104 40 
17-1 175 105 


Artagen Property 


This is.a medium-sized property company and a lucky one. 
Sun Life Assurance owns 32:4 per cent of the equity and 
has agreed to provide the company with £40 million of 
mortgage money at rates starting at 7} per cent and rising 
to 94 per cent over a long term. Not long ago the company 
had declared’net assets of 206p a share and Sun Life bought 
the shares at 130p. The company’s latest report was very 
satisfactory. 


Slough Estates 


This company owns industrial estates in this country, 
Australia, Canada, Belgium and elsewhere; and a large 
part of future development is now concentrated abroad. 
‘The company is consistently successful; last year’s pre-tax 
profits were up by some £600,000 and results for the first ` 
quarter of 1974 are greater than for the corresponding 
period of last year. The company has no cause for. 
concern on the score of liquidity. 


MEPC. : 

This is Britain’s second largest property company and 
controls London County Freehold and Leasehold Properties. ` 
‘The company’s latest half-yearly results showed that it had 
maintained and slightly. improved its pre-tax position. 
Now the.company, like others,. is- suffering from frozen 
rents and-tax proposals which fail to recognize that com- 


. mercial ‘and industrial property: is: largely owned by the 





750° 
de l 


eer as d. whole through EE funds, insurance cóm- 
, panies and: the like. When conditions improve this will be 
one of the first Property apes to CHE 


"Regional Properties A" 


This company has a high class commercial portfolio, no 


- 


' IN a circular to clients, Antony Gibbs 
(Personal Financial Planning) has:stressed 
the ‘excellent buying opportunity’ which 
unit trusts and investment trusts present 

in view of their major tax advantages. The 
point is made that higher rate taxpayers 
can maximize tax benefits by investing in 
low yielding securities with above average 
` growth prospects, especially in the inter- 

_ national sector and in certain American 
and Australian trusts. 

Basic rate taxpayers are advisec to pay- 
=» greater attention to high yielding: trusts, 
‘since past. history has shown that they 
_ recover almost ‘as well as many growth 
‘trusts in a rising market, and their 
‘downside’ risk is often less. Standard 
rate taxpayers should still have nc capital 
. gains tax to pay in respect of the sale of 
_ units, since a credit of 16} per cent will 
be given in place of the previous credit 
‘of rg per cent. 


Most banks have been giving their credit 
account customers a better deal in recent 
months. But Shawlands Securities, part of 


the Frizzell Group, is trying to keep ahead. ` 
In the past, provided an average cleared ` 


_ credit balance of £100 was maintained 
“in the account, interest would be paid at 

` the rate of 34 per cent per annum. This 

` rate has now been increased to 5 per cent. 
Free cheque books are provided, and 
free postage for paying in credits. No 
charges are made ‘for standing orders, 


nor is there any charge for cheques, 


` issued, provided these do not exceed 
` 50 in any half-year. 


$ g & 


` NOW that the withdrawal of cash Fom a 


. property bond or other single premium ' 


' policy under the eise of a loan is being 
stopped up (for new contracts) there may 
` be more emphasis.on regular‘ premium 
' policies linked to a property fund. where 
. there will be no tax charge on the policy- 
holder provided the policy runs for a 
sufficiently long period before it is cashed 
in.. 

For some time, the Nation Life In- 
surance Co has had regular premium 
, policies linked to its property fund.. With 
its Profitbuilder policy, the ‘investment 
portion’ of each premium is deemed ro be 
‘used to allocate units of the Nation 
- Property Fund to the policy at the current 
E value. 

. With this contract, the Sech sum 


i ws 
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particular liquidity problems and big rent reviews to come 
in 1977—78. The properties-have not been revalued for two 
years and the ‘A’ shares are,covered six times by net assets. 


J ` There are two refurbishments projects in the City due for 


assured is greater than the total premiums 
payable over the whole intended term.: 


Also, at maturity, a policyholder can apply 
all or part of the benefit to purchase a 
single premium property bond, in which 
event units will be allocated’ at the bid 


value. Here, according to current legisla-. 
tion, there is the attraction that the single ` 
premium bond will be a qualifying con- 


tract, provided it is kept in force for at 
least ten years, and thus higher rate tax 


will not have to be paid on the gain when 


it is cashed in. 


oo k SI 


THE PROVIDENT MUTUAL LIFE. ASSURANCE ` 
ASSOCIATION iş giving those under the age, 
of 40 who take out a policy on their own 


life (whether endowment, whole life or 


the endowment part of a decreasing ~ 


endowment assurance) the option’ to add 
continuing insurability benefit, which 


_ guarantees the right to effect further 


policies at fixed option dates irrespective 
of health at the time. The maximum total 
sum assured on all policies to which the 
benefit can be added on any one life is 
£20,000. The benefit may be added to all 


or part of a basic: policy, but only in. 
respect of a sum assured which is at, 
least £500. It cannot be added to a policy 


written under trust. 
The Provident Mutual believes that 
its continuing insurability benefit is more 


comprehensive than anything comparable. 


on the market. For instance, a man of 25 


‘who is accepted for a £5,000 policy can 
take a further {£5;000 policy’ on seven. 
occasions over: the following 25 years, 


without providing any further medical 
evidence at all. 


Also, a waiver of premium can be 


included so that, ‘after a policy-holder 


has been continuously incapacitated by’ 


sickness. or injury for 26 weeks, the 
Provident Mutual will pay the premiums 
for the policy until recovery. This benefit 
can be added to a variety of policies 
provided premiums.are due to cease 


before the age of Gr for men, or, 60 for’ 


women. The charge for this benefit is 
4 per Cent of the basic premium, and 
inéapacity is defined as inability to work 
by reason of illness or injury. 

d k. & 
DESPITE depressed ‘stock markets, life 
offices generally are maintaining. their 
rates of reversionary bonus and, some- 
what curiously, some offices have ' not 


. completion in the autumn and the company also has a high- 
grade residential portfolio. l 


H 


made a reduction in their rates of 
terminal bonus. In fact, temporary capital 
fluctuations aré of no great significance 
to life-funds which are increasing, pro- 
vided the investments are soundly chosen 
in relation to the liabilities. ` 

The President of the London Life 
Association has made the point that the 


` rise in interest rates which accompanied 


the capital depreciation has increased 
both the amount earned on the funds over 
the past year and the potential earnings 
for the future. The contribution to sur- 
plus so arising has more than offset the 
reduction.in the amount by which capital 
‘has been written up. Thus, increased 
declarations have been made in ‘all 
London Life’s participating funds. 
Nevertheless, the President mentioned 
that continuance of these rates of bonus 
in future years must depend either on 
some recovery in the presently depressed 
capital markets or even higher interest rates 
to compensate for any further depreciation. 


“TYNDALL has introduced a share exchange 
plan, whereby individual investors can 
exchange their’ shareholdings for an 
investment in Tyndall’s principal unit 
trusts and life assurance funds. After the 
initial share exchange, subsequent switch- 
ing of investments can be made for a 
charge of $ per cent of fund valuation up 
to a maximum of {25. For investors 
switching from the Tyndall bond fund, , 
there is SE ; 
“AS long ago as 1966, the Provincial Build- 
ing Society pioneered the introduction 
of ‘term’ shares on the basis that money. 
invested and left undisturbed for a 
period of two years should receive a rate 
of interest higher than that earned on 
basic paid-up shares. Currently, some 
£55 million is held which is only repay- 
able at the end of the agreed two-year term 
~ although the Society’s experience ’is that 
a very high percentage of this money is 
renewed for a further period of two years. . 
The rate of interest net of- basic rate 
tax has been increased to 8-5 per cent on 
net high yield shares and on the renewal, 
of existing high yield shares as. the term 
comes to maturity. The effect of this will 
be that, until there is a corresponding 
‘increase in thespermitted mortgage rate, 
this business will be transacted by the 
Society at a loss. ; 






` TH 


` June 6th, 1974 05 


ax 












Contract of Employment: Repudiation ` ` 

- [N default of agreement, an employee cannot be required to 
{work at an alternative location; and attempts by the employer 
wrongfully to insist on such a condition will’ amount. to ‘re- 
pudiation of the contract. . wf 


- M was employed as a fo 


sf 


reman by F Ltd,-at their Swinton 


‘depot. In. consequence of an amalgamation, P proposed to‘ 
‘transfer their operations to Adlington, where M-would have 


had exactly the’samé job as at Swinton. -F further considered — 
wrongly, ae it turned: out ~ that they were entitled to insist on 
M’s transfer to. Ad 


their, employment.- SE, ; e A 
‘Preliminary notice of F’s intention to close the Swinton depot 
was given to all.employees on October 4th, 1972, and a meeting 


_ was held on October 18th at. which the.move was discussed 
». with management representatives. In November, before he had. 


. given a firm date for the move, M.gave F a week’s notice which 


-` expired on November 24th. He subsequently claiméd a. re- ` 


» "duridancy payment, which was contested on the gro 
` -contratt’had: been ‘determined by his own notice. : 
` < Distinguishing the present case from that of Morton Sundour 

Fabrics v. Shaw’'((1967) 2 ITR-84), in which advance notice of a 
closure had been held to. operate not as a termination of em- 
. ployment’ but only as warning of a future termination, the 
National Industrial Relations, Court found that, on all the 


Ki 


‘ evidence, M had been faced with the alternatives of moving. ` 


4 ` ito Adlington or of losing his job. F had thernselves repudiated 


: -his contract of employment accordingly, and M was entitled: 


` to treat this as a termination: He. was entitled to a redundancy 
payment by virtue of section 3 (1) (a) of. the Redundancy 
> Payments Act r965: ` 2 - ,; Ds E DEER « f 
~: ` Maher y. Fram Gerrard Ltd ({x974] 1 AWER 449). >: 
`. Compulsory Purchase: Compensation . ' 
`. E(ROME guidance on items’ admissible in a claim’. for 
disturbance by compulsory, purchase is available from 
a recent decision of the Lands ‘Tribunal e 
The. claimant, R, owned a house, part of which, was 
‘occupied. by. himself ` and ` his family, -there mainder 
v being Jet to’ weekly tenants.. The property’ was made subject 
to a compulsory. purchase order in 1967,. andthe local 
authority servéd notice of entry in April 1972. 7.7.0 3." 
_ Also during “1972, the local authority instructed him’ to 
-y cease letting’ to tenants, and commenced demolishizig ` ad- 


` joining. properties. However, in October 1973, Raas still, 


‘in occupation, ‘claiming- that until compensation bad been 
settled he. was unable. to. find ` suitable alternative’ ac- 
‘commodation.: 7° > i Aën, SE : 

“The house was by this time ‘isolated. by the adjoining 
demolitions, and’ R` alleged that it -had become damp and 
excessively cold in consequence.He ‘claimed, in addition to 


` 
i 


. the value of the property: (i) loss of ‘rent in the, period. 


‘following the council’s’ instruction . to. cease letting, £410; 


(ii) books and clothing damaged by. damp, £91;: (iii) broken’ 


windows and other damage caused. b 


DEE 


y the demolition workers, 


` 
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lington as a condition.of his remaining in. 


und that the 


Ke? traded as retai 


such time as the righ 


"eet 


“for extra Reating, £58. The’ council 
contending that (i) lost. rent was 
) compensation on ‘a vacant ` 
to` chattels had ‘not been 
damp ‘before the demolitions; , 
tent ‘with,.com-- 
and (iv) the 


£40; “and (iv) fuel, 
disputed these: items, 
misconceived in- relation. to 
‘possession basis; (ii) .damage 
. proved, and the property was -c b > 
. (iiy damage. to the, property was inconsis 
pensation ignoring the: effects of thé. scheme; 
heating costs were unquantifiable. Ce ae Ss a 
_ Allowing R’s claim in part, the Tribunal held that (i), lost f 
. rent was.a direct consequence of. the. council requiring 
letting to: stop, but that, £410 was the gross figure; allowance 
should be made for tax and for other deductions "mod ` 
_ erately comiputed’ '—“'since rents generally would have been . 
“higher but for the scheme: An appropriate net: figure’ was 
£200. The damage to, chattels (ii) was assessed at {40 only, 
holding that R might have: beén more careful of his things; `. 
` damage to the building (iii) inconsistent with compensation, ~ . 
“on a pre-scheme basis, and ‘should. be excluded; while -the ` 
extra heating (iv). should be “allowed in: full, ane he house 
_must fave been considerably~ colder.. after the ‘surrounding - 
demolitions.. ©. Bebe he tea, tk POE a 
' Accepting ‘the council valuer’s figure of £15;150 as a fair 
one for the value of the. house and adding these further ` ` 
‘items, the Tribunal’ reached a. total, of 1 5,448, ‘founded `, 
pup to EE 
` "8 had submitted a further head. of claim for ‘exemplary’ 
compensation, ‘contending that, the. council’s, behaviour in . ` 
relation to the acquisition had been high-handed, oppressive 
and arbitrary; during: the 18 monthé -following, the. notice, of 
entry: he had lived, hè said, ‘with.a sword over his ‘head’; 
and ‘the..council had subjected him to unfair pressure. Dis- ` 
missing . this -‘argument, the, Tribunal: held (i). that the 
_ Tribunal, ae "a creation of statute, had nothing in its’ Con: 
“stitution enabling it to award’ compensation on. the ‘analogy 
of exemplary damagés in tort; and. (ii) that the evidence 
"\“diselosed nothing which could be called oppressive or ` 
. arbitrary. DE eS Ee E da 


Roberts v, Greater ‘London Council (i4 RVR 104). 


-Contract: Specific Performance =... 
` (> PECIFIC performance of a contract to sell and. purchase 
z S chattels that are not-specific or ascertained will not normally . “ 
be granted where damages would be a sufficient remedy for ` 
_ breach: of the contract; But where, in a particular case, this _ 
element Ze lacking, the Court may be prepared fo depart from’ - 
‘the generalrule ee a Berio ea 
` lers of motor fuels, drawing bulk supplies Së 
from V under a-io-year exclusive supply agreement. A dispute, ` 
arose: over alleged late payments by S, and V, purported to`, 
` terminate the agreement on the grounds of non-observance of . 
`. its obligations by S. Due to changed circumstances in’ the. ` 

. petroleum market, S — as the Court found.— would have:had due. 
greatest difficulty in obtaining alternative supplies at a realistic ` 
EE EEN . ee E 

=- Ona motion by’S for an injunction ‘to restrain V from with- ``. 
- holding supplies, Goulding, J., formed the view that, unless the ` 
. Court were to intervene at this stage, then. S, -Kaving regard « 
io the tinusual state of the market, was liable to be forced out of ` 
“business. He would be disposed in these:circumstances to grant 
“an injunction to restore the position’ ünder the coritract until,’ 
ts and wrongs, of the parties could-be fully «.” 
tried. Se ra ol N P 
V was accordingly ‘ordered not to withhold supplies, to an ` - 
_ amount not exceeding the average of the three months preceding 
issue ‘of the writ, pending trial of-the main action.or until 
- further. order. mae 
Sky Petroleum,Ltd o 
"954.) - a 2? : 


VIP Petroleum Ltd (and 3 All ER 
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D The. feasibility SS for- a computa. Ge is saniya an opinion based 





‘Defining EDP Systems ` 





wh oy 
SN Ae: GER 





on an outline survey.of an’ ‘application. The work. of systems ‘analysis - 


i i which follows. should lead toʻa. systems: definition which may reveal .. 


a radical changes i in the original. proposals. This. article discusses, how 
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puterization’ with a. feasibility ‘study. ` 





o: _ lish“ the general viability of using a" 
>: computer for’a-particular application. Ire 








worth pursuing the. project further! It'is. 
not a document to’ be used to justify. he 
- purchase of a computer or the. use of. one: 
to, undertake’ the ta8k- examined.’ 
~A feasibility study needs tó be piwa. 
k by, detailed ‘work.by a “systems. analyst. 
This part: of the ‘operation is-.quite likely. 
to. take” several months and to involve’ 
— —. hiany .‘man-months’ of effort.. Only "too 
Se often this phase-is regarded by manage- 
‘ment as a hindiance to'‘getting the Job on 
‘the computer’: ‘In turn; the computer. 
‘department ‘may well ‘take its cue, from 
this attitude “to push. on with, the work 
` regardless of whether the supposed bene: | 
` fits ` will materialize ot -whether Che 
` ‘proposed - ‘system ` ican be’ ‘successfully: . . 
k operated by the user departments. ee 
j jt is supposed i to benefit. 





3 4 
















Need to. jisiee and agree, 


S "The systems analyst assigned to the job. 
will. first ï investigate and record the exist- 


specialized knowledge to improve: and ` 
‘alter it to take advantage of-the, facilities 


p work can only be carried out: by continual 


‘with! running | the new ‘system. He will- 
i “heed to’ bear in mińd the often: conflicting 
‘téequirements ` of the ` various: groups 
` involved. These will, of course, ‘include | 
` the ‘user, -the ‘auditors, the computer, ` 

ii programmers,. pd management, ` 


WW dis part: of is ‘task he must satisfy 
himself’ that: the.” new- system will be 
4 acképtable to. all concerned:'On no account 
‘i should any: further. stage of implementa- ` 
ion, take place before all the implications 
of the iew syster; have been understood ; 





1: the proper use ‘of the Systems definition; can avoid d problenis... 
[Tis asual tin begin the props of a 5 


; The purpose-of such a study is to estab- i 


WE d value lies, iñ- establishing whether: it; is- 


ing’ system..:‘Fhen he will’ use’ his. : 


' offeréd by the computer. This, part of his. - 


: jiaison’ with those who will be concerned - 


‘When the’systems analyst, has finished S 





CIE 





ee d H Ge "2 : di P d 
KE besi nekod of “prestiiting ‘the’ 
‘proposed systemis by means of a written, 
report followed by’a meeting, It-is ‘usually’ `. 
‘considéred advisable that:all concerned: 
‘should show. their agreement by: signing 
the: ‘report; failure: ‘to make a proper arid, 
formal presentation ‘to every user involved" 
‘often leads to the numerous’ ‘problems: of © 
: implementation: : ‘which accompariy. so.: 
many computer projects. EE l 
` The report itself. is generally referred - 
to as the: systems: definition dp systems’ 
‘specification. ‘It is'important to note that, 
except for the areas concerned. with the. 


"computer itsélf;-the report is ‘written for.“ 


the' benefit of - the user departments: and ` 
should include’ the: appropriate termino- , 
logy. E BR Ie + e 


1 


Definition requirements” 


The systems. definition soil contain ` 
the following sections: i 
„Aims of: the system. These. will have" 


~ appeáred-i in the'feasibility study,‘and will 


. list the, benefits’ expected ‘from thè new 
‘system, ‘They mar differ significantly ` 
either ‘in’ scope ‘or in financial. savings’ ` 
from the original study. It is therefore 
“important that the viability of the project ` 
should. -Þe ‘re-examined in the’ light of ` 
new ‘facts which have been brought out 
by the work of the-systems analyst.. `, 
1 In this -section, ` there should: be a 


. detailed’ description of what édch pros.” 


cedure consists of and how ‘the oepa. 
from the ‘procedure meets a specific dim. 





oi 


data ‘available); computer: processing. and.” 
‘distribution of output. ` ` 


> The systems, analyst “will break ` “the | iy 


system ` ‘down: ‘into, its. “component parts. .. 
‘and ‘describe the operation of each. This- 


. will be done „by the use of flow-charts. 


‘combined with. narrative explanations. 
. Flow-charts are foi the bénefit of thé users ı 





„ofthe system and as such they. represent: : S 


2 the ‘logic of the- procedures and’ are not: 
‘Concerned ` with computer, Programming’. 
logic. Pon Ee 


The narrative néeds to ‘be: adlequate tò E 


. enable-the user to ensure that the systems: 7, 


analyst ‘has- understood. the ` procedure. . 
‘thoroughly, and to give the: ‘programmer ae 
` `. sufficient. information tó allow, him ‘to 


decide upon an ECH Progtamming ., 
strategy. : 

In. particular, ‘thie user departinerits will 
‘be concerned with’ noting’the organization . 
and reconciliation’ of controls, the flow’. 
of data from the originator to the recipient, 
of the output, and system “changes which 
involve a: new “or ‘different. tmethiod of, 
Working. ` i 


“Detailed GH 


Change oe Se In addition to. 
stating what general method i is to be.used, 


‘i.e.,.parallel running, pilot opération, or: 
instant change-over, the. systems Sec: 
should ` ‘provide detailed plans: of the 
Operations, to be carried out and the time ` 


„ scale ‘in which! this task i is to be under- ` E 


-tàken, . 
One’ af: the major problems i is amos: 
` certainly be" conversion. of files, and’ 
' ledgers to a computer medium.. No system 
` can’ become operational ‘before.the filés `. 
are - cofiverted;.° and’ accurate”” “results . 
cannot be expected. fronta system unless’ - 
` great care.is taken to ensure the correct". | 
ness of data ‘on. the files. The. user. will 
inéed to satisfy ‘himself that he has: ‘adequate ` 
_ time for ‘the conversion of his own files © 
and. ledgers, bearing in mind any particu- 
lar ‘areas in which the collection of the ‘ 
"appropriate data‘ ‘may, present a Problém. ` 
‘Input and output specifications. This: 
“concerns . ‘the user, in that jhe needs to * 
' satisfy | himself that; his ‘department can . 
"assemble the input: data in the EE, 
mannér within the time-scale allowed; 


_A list 6f departments involved should be - alsó that’ the’ proposed’ output will, meet , 


‘inéluded and if'further computerization ` 
is planned iù conjunction with the current 


‘proposals thena list of adjacent procedures a 


Should be added.” . : 

“Description of the. existing. and proposed’ 
system.This will usually form the bulk of 
the isystems:, definition. The “essential 
. areas which need to be covered in. this, 
‘section are he clerical: procedures to.’ 
capture the’ data, the control proçedures. `, 
to ensure. the accuracy of the work; data’ © 
cpe paano, EE ee Gmes 


e S vi, nr 





“his: requirements.: ». Actual forms ` GE 
‘mock- -ups). should: be included’ for DIER 
inspection,” ~~ : 
” File: specificabion. ie j is- wifi for 





e computer department., The. user: will 


-need to check. that the data has: been. - 
_cotrectly -described.'as. tò, number of 


` digits, ' pe, and minimum/maximum k 


„välļues: ` 


E ‘quipment 1 utilization. ‘The vale. of this 2 


` applies. to - thé’ computer”. operations’ ; 


manager: Management will, nevertheless, 









need to satisfy themselves that a reason- 

able usage is anticipated. 

-= Program description. This is of use only 
to the computer programmers. 








` Management must listen 


The true importance of the systems 
definition lies in its value as a reference 
" document, Neither management nor 
“heads of departments affected can afford 
to ignore the changes which it recom- 
 — mends, Management must again study 
— the benefits to be obtained and reconcile 
the original aims with the aims which it 
is anticipated will be achieved. Users 
must make a careful study of the proposals 
and ensure that they can carry out their 
part of the procedures. Above all it is the 
— responsibility of the users to ensure that 
“the new system adequately meets their 
< needs and to make representations to 
` management if it does not. 

It is, of course, incumbent on manage- 
- ment to listen to reasonable criticism and 
to insist on changes being made where 
necessary. Management must allow 
enough time for a proper systems 
analysis to be carried out and for sub- 
sequent discussion — the result of paying 
correct attention to this will be better 
systems, achieved aims, fulfilment of 
antictpated benefits and closer control of 

“subsequent stages of computerization. 











ACASS EXECUTIVE MEETING 


INVOLVEMENT by many student societies 
in ACASS consists merely of attend- 
ing the twice-yearly Council meet- 
ings and expressing opinions through 
correspondence. This statement, in a 
discussion paper presented by Andy Pott, 
Secretary of ACASS, at a meeting of the 
ACASS Executive last Friday, underlines 

. many of the views set out in ‘ACASS - 
‘the Protector’ in ‘Roundabout’ on May 
23rd. 

Andy Pott also drew attention to the 
alarming fact that as many as 30 per cent 
of possible delegates of student societies 
were absent from the March ACASS 

Council. Among ways in which he sug- 
-< gested student societies could and should 
` involve themselves more in ACASS 
` matters were by better utilization of the 
expertise of their members for the benefit 
of ACASS as well as other student 
societies; the holding of meetings in 
` society areas when necessary; the sending 
‘to ACASS of copies of their respective 
_ Magazines or newsletters, and the need 
to keep ACASS fully informed of 
= motions passed at general meetings and in 
committee, 
> s David Steeds, immediate past-secretary 














of ACASS, commenting on firms’ con- 
tributions towards financial costs, pointed 
out that until the public sector was 
sufficiently developed to cater for all 
students, it was important that oppor- 
tunities for students should not be pre- 
judiced by lack of finance. He proposed, 
therefore, that ACASS should consider 
campaigning to make it obligatory for 
firms to pay the educational cost for their 
students. 


PRESTON CASS 
ANNUAL MEETING 


Tue Preston CASS held its annual general 
meeting on May 24th. It was attended by 
a substantial proportion of the member- 
ship who came to hear a report on the 
Society’s activities by the President, 
Mr D. L. Connor, a.c.a., as well as a 
number of other speakers on subjects of 
interest to accountancy students. 

After the formal business of the annual 
general meeting, Mr Emile Woolf, F.c.a., 
of the London School of Accountancy, 
and Education Adviser to ACASS, spoke 
on the importance of widening the educa- 
tional content of the present curriculum. 
He pointed out that the quality of service 
provided by the profession varied enor- 
mously at the present time and that it was 
becoming obvious that if the profession 
was to thrive in the future a much greater 
involvement in the affairs of clients would 
be necessary. 

Mr Ian Dalzell, M.A., A.C.A., another 
ACASS counsellor, then spoke on the 
continuing work being done to establish 
liaison between the Students’ Society 
and members of the senior Society; he 
called for the active support of all mem- 
bers in this direction. 


SCOTTISH STUDENTS WIN 
THEIR COLOURS 


Six students of accountancy at Heriot- 
Watt University, Edinburgh, have been 
awarded colours for outstanding perform- 
ances by the university’s Sports Union. 
The awards were made by the Principal, 
Mr R. A. Smith, at a ceremony on May 
24th. 

K. A. Hay received a blue in athletics 
for his performances in the 1973 season, 
when he was in his full-time academic 
year as a CA apprentice. Hay was second 
in the 400-metre hurdles and third in 
the 110-metre hurdles in the Scottish 
Universities championships that year, 
and third in the 400-metre hurdles in 
the Scottish athletics championships. 

Anne H. S. Baxter, a third-year student 
in accountancy and finance at the univer- 
sity, received a blue in badminton. Anne 
Baxter was a quarter-finalist in both the 
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ladies’ doubles and mixed do 
Scottish Universities badminto: 
pionships, and a quarter-finali 
British Universities championships. 

R. Crawford, a fourth-year student. 
accountancy and finance, received a b 


















































J. Brown, a third-year student ` 
accountancy and finance, received a ha 
blue in football. 

G. J. R. Ure, also a third-year stude 
in accountancy and finance, received a 
blue in hockey. He was captain of 
University Hockey Club and gave o 
standing performances throughout th 
year. hi E 

P. S. Marshall, who is in the post- 
graduate course leading to the Diplom 
in Accounting, received a blue in squash. 
Marshall won all but two of ten univer- 
sity league matches at No. 1 for Heriot- 
Watt, was runner-up in the Scotti 
Universities knock-out competition, ‘and 
played No. 2 for Scottish Universities 
against Wales and Ireland. SC 


CROYDON MEETING 


Tue Croydon Inland Revenue Dep 
ment has invited members of the Croyd 
Branch of London CASS to a talk. 
current developments in taxation. ¢ 
Monday, June roth, at 7.30 p.m. T 
meeting will be held. at the. Revenue 
offices, 13 Dingwall Road, Croydon. 


LETTER TO ROUNDABOUT 


Salaries and the Cost of Living 


Sir, — I have before me the latest documen 
on student salaries — a cost-of-living cal- 
culation for Bradford and District. 

The foreword simply quotes a section of 
the ICA press release published ` 

March 28th, stating that students. shou 
receive remuneration based on the: co: 
of living. a EE 

Then Bradford Students’ Society op 
sents a reasonable cost-of-living figure for 

Bradford with the comparative figures that 
have been issued for London and Man 
chester. Obviously the comparative figures 
are out of date due to the last Budget — but 
they still add weight to the figure of £1; 

a. 

That figure may seem excessive for a 
provincial city until the breakdown. figures 
are read — these show that this is a wel 
thought-out document. 3 

It appears that Bradford students are 
going to run a positive but non-militant 
campaign to remedy the discrepancies i 
the salaries paid in the area. 

The discussion paper is. being we. 
accepted: let us hope that the figure 
£1,192 is agreed as the basic minimum, 

Yours faithfully, ` 
SYMPATHI 
Name and address supplied. 















PROFESSIONAL NOTICES 


urton Monp & Co, Chartered Ac- 
ountants, of o Henry Square, Ashton- 
under-Lyne, announce the acquisition of 
avip R. Jones & Son, Chartered Ac- 
ountants; 25 Grosvenor Road, Wrexham 
th effect from June 3rd, 1974. Mr 
ICHAEL D. Coxery, A.c.A., will be the 
esident partner in Wrexham, and the 
‘actice will continue from the Wrexham 
ddress under the title of Davm R. 
NES & SON, with branch offices in 
anchester and Ashton-under-Lyne. 
| HARMOOD Banner & Co and DELOITTE 
Co, Chartered Accountants, announce 
hat with effect from June "et, 1974, Mr 
H Kine and Mr C. E Corney have 
etired from the partnership. Mr R. T. 
[AGSON has been admitted to the 
‘partnership in the Birmingham office. 
“Mann, Jupp & Co, Chartered Ac- 
countants, announce that as from May 
ist, Mr A. J. DILWORTH, A.C.A., has been 
admitted to partnership in Manchester. 
` Sruart M. NAGLER & Co, Chartered 
ccountants of St Albans, announce 
hat Mr Kerra Jonn FISHER, A.C.A., 
has been admitted as a partner with effect 
from June rst. The name of the firm will 
remain unchanged. 


APPOINTMENTS 


"Mr David M. Cohen, F.c.a., has be- 
ome joint managing director of the 
bern. Services Group. 


“Mr D.M. Cohen Mr M. B. Keah 


Mr Mathias B. Keah, B.COM., A.C.A., 
as become chief accountant of the East 
African Power & Lighting Co in Nairobi. 









































Mr Peter Jones, ACCA., 


financial director of John Ratcliff (Tail 


Lifts). 

Mr B. Neish, A.c.a., has joined British 
Insulated Callender’s Cables as financial 
accountant. 

Mr Derrick Titterton, F.c.mM.a., has 
become group financial controller of the 
Ford & Weston Group. 





Mr D. G. Wilson 


Mr D. Titterton 


Mr D G. Wilson, B.sc., A.c.M.A., has 
been appointed accountant and a member 
of the management committee of Dunlop 
Footwear. 


Mr Derek Jones, F.c.a., whose appoint- 
ment as financial controller of George 
Mellor Ltd was announced in our issue of 
April 18th, was formerly financial director 
of the standard machine tool division of 
B. Elliott & Co, and not the group as a 
whole as previously stated. 


NEW HEAD OF MANAGEMENT 
STUDIES AT LEEDS UNIVERSITY 


Dr Jack Butterworth, B.A.(cOM.), M.SC., 
ATI, A.M.B.ILM., is to become Professor 
and Head of the Department of Manage- 
ment Studies at Leeds University from 
September rst. 

He is at present Senior Lecturer and 
Postgraduate Tutor in the Department of 
Management Sciences at the University 
of Manchester Institute of Science and 
Technology where he heads the Produc- 
tion Group. Author of books on produc- 
tivity and retail management, he is a 
non-executive director of two British 
companies. 

Dr Butterworth and his colleagues in 
the Production Group at UMIST have 
carried out research for commercial 
companies, government departments, 
local authorities, hospital boards, trans- 
port undertakings and charities. 


FINANCE BILL DRAWS 
HUGE AUDIENCE 


No fewer than Gro members of the 
profession attended last week’s one- 
day course at the Royal Lancaster Hotel, 
mounted by the London and District 
Society of Chartered Accountants on 
‘The Finance Bill 1974. This. large 
attendance was a tribute to the quality of 


-the ‘platform’ no less than to the com- 


plexity of the subject-matter. 

Following what is now an established 
practice, the Bill was divided up into 
its major parts, one being allocated to 
each speaker. The course chairman, Mr 
K. S. Carmichael, F.c.a.. applied his 
customary expertise to the Bill’s overseas 
income provisions, and changes in the 
corporation tax structure: Mr D. E. 
Cox, F.c.A., dealt competently with 
development gains, while Mr E. E. Ray, 
B.COM., F.C.A. ~ a member of the In- 
stitute’s Council, and past-Chairman of 
the LDS - made light of ‘sweeping-up’ 
the Bill’s interest clauses and miscel- 
laneous provisions. 

It is a considerable tribute to all con- 
cerned in the organization of this event — 
in particular the three speakers — that it 
was possible to present so detailed an 
analysis of the Bill’s major provisions 
within the course of a single working day. 


SCOTTISH CA COURSES 


Two important courses are to be held in 
June by the Post Qualifying Education 
Department of The Institute of Chartered 
Accountants of Scotland — one on the 
changing face of accountants’ reports, 
the other on the 1974 Finance Bill. 

‘Quotation and acquisition ~ the 
changing face of the accountant’s report’ 
is the theme of a two-day residential course 
on June roth and 1rth at the Peebles 
Hotel Hydro. The course is designed to ex- 
amine changes made in the Stock Exchange 
regulations governing the content of 
documents in relation to an acquisition ora 
public issue, in particular the accountant’s. 
report. The inclusive fee is £42. 

The course on the 1974 Finance Bill 
is to be held on June 13th at the 
Royal Stuart Hotel, Glasgow. The 
course will consider the implications of 
the Bill and the problems likely to arise 
with the introduction of a wealth tax 
and gift tax. The fee is £20. 


INSTITUTE OF CREDIT 
MANAGEMENT 


Annual Meeting 


The 35th annual meeting of The Institute 
of Credit Management was held recently 
in London. In the absence of the President, 
Mr Kenneth R. Cork, F.C.A., F..¢.M., the 
chair was taken by Mr C. McNeil Greig, 
opp, M.C., F.LC.M., Vice-President of 
the Institute. 

During the meeting, mention was made 
of an intended move of the administration 
offices from London to Brighton; how- 
ever, Council and other meetings would 
still be held in the boardroom at 3 
Berners Street, which would remain the 
Institute’s headquarters. 

The Granville White Prize for the best 




















„paper on inso vency in the recent exami- 
nations was awarded to Mr Mabb C. 
“Brodrick. 

“Mr. Cork was re-elected President for 
"1974775. Other appointments were: Vice- 
< Presidents: Mr C. McNeil Greig, 0.B.£., 
M.C., F.LC.M., Mr O. G. Mayo, F.L.C.M.; 
Treasurer: Mr E. J. Dann, F.LC.M.; 
Chairman of Council: Mr W. V. Adams, 
F.LC.M,, FLEX. 


NORTH WEST SOCIETY'S 
NEW PRESIDENT 
The newly elected President of the North 
‘West Society of Chartered Accountants is 
Mr Raymond Dunn, F.c.a., financial 
director of Brown & Jackson, building 


















` and civil. engineering contractors of- 


Fleetwood. 
-© Mr Dunn served his articles with Blane, 
Gaulter & Blane, Chartered Account- 





ants, of Blackpool, and was admitted a 
member of the Institute in 1956. After a 
period with a national firm of accountants, 
he was secretary of Fleetwood Fish 
Merchants Association from 1962 to 1967 
` and director/general manager of Wyre 
Trawlers and J. Robertson & Sons from 
1968 to 1972. He joined Brown & Jackson 
“in. 1972 as group chief accountant, being 
appointed financial director of the group 
in'1973. 

Mr Dunn is a member of Fleetwood 
Rotary Club and Blackpool North Shore 
Golf Club, and is deputy chairman of 
Blackpool Sea Cadet Corps. 

— Other officers of the Society are: 
Vice-President: Mr J. Simon Westhead, 
F.G.A. 


FOR C.A. 








Secretary: Mr J. Warwick Wilson, A.C.A., 
42 Garstang Road, Preston Dr "NA 
(Preston 53950). 

Treasurer : Mr Alan J. Westall, F.c.a. 


TAX PLANNING AND THE 
FINANCE BILL 


The Beds, Bucks & Herts Society of 
Chartered Accountants is organizing a 
one-day conference on tax planning and 
the 1974 Finance Bill, to be held on 
Monday, June 17th, at the Pavilion, 
Hemel Hempstead. 

The speaker will be Mr J. P. Hardman, 
F.c.A., who will discuss, among other 
subjects, tax pitfalls to be avoided, tax 
problems currently facing partnerships, 
and mitigation of capital gains tax liability. 

The fee of £11 will include coffee, 
lunch and tea, together with course 
documentation. For further information 
contact the secretary of the Society at 
Bedfordshire House, 16 King Street, 
Luton LU1 2DP (Luton 31600). 


GOLF 
Wood Cup Meeting 
The Scottish and English Chartered 
Accountants Golfing Societies played 


their annual match for the Wood Cup 
at Wentworth recently. The English 


Society, with 365 points, beat the 
Scottish Society with 361 points. 
Tuirty-six HOLES 
First: pts 
P. J. Binns (5) and J. W. Gordon 
(15) (a.m. 28, p.m. 37) d 65 
Runner up: 
R. Anderson (4) and I. B. Blake 
Thomas (16) a 64 
WEsT COURSE 
First: 
P. Knight (8) and J. H. Bradfield 
(11) (on last nine 19 points) .. 35 
Second: 


S. McLennan (24) and P. Barclay 
Watt (13) (on last nine 17 points) 35 


East COURSE 
First: 


T. N. Oldrey (22) and J. Major (16) 34 
Second: 
J. Cutner (1 2) and D. Bernstein (13) 


(on last nine 9 points) 33 
J. D. Berman (oi and P. Ohrenstein 
(11) (on last nine 6 points) vi 33 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all- the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 

Free 100-page book (without obligation on application to Careers Adviser) 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
(24-hour Recording Service - 01-946 1102 ~ Prospectus only} 
Accredited by the Council for the Accreditation of Correspondence Colleges 


CROYDON SOCIETY OF 
CHARTERED ACCOUNTA 
Mr Terence B. Crawford, F.c.A., 
a founder member of the Croydon So 
of Chartered Accountants, was electe 
Chairman for 1974-75 at the Socie 
recent annual meeting. 
Mr Crawford was articled to the lat 
Sir William Cash, F.c.a., in the City of 




















































London, and after three years with the 
Law Society as an investigating accoun 
ant, joined Messrs Boty, Cox, Crawfor 
& Ridley, Chartered Accountants, 
Croydon, where he is now a senior 
partner. 

He is married with two teenag 
daughters and a son of nine and is keen] 
interested in community affairs. H 
hobbies include golf. 

‘The Society is the only one of its kin 
south of the Thames and the members. 
is growing rapidly,’ states Mr Crawford 
‘Before long it is hoped that the societ 
will embrace areas further afield and, 
Chairman, I will find it exciting to be 4 
the forefront.’ 

A tribute was paid to the retiring 
chairman Mr T. W. Bullivant, F.c.a. 


OPPORTUNITIES IN TEACHING 


A revised edition of the pamphle 
Opportunities in Teaching for Chartere 
Accountants, published by The Institut 
of Chartered Accountants in Englan 
and Wales, is now available. Copies have 
been distributed to district societie 
branches, careers advisors, polytechnics, 
colleges, universities and other educa- 
tional bodies. 







Tel. 01-947 2211 


` WoLVERHAMPTON SOCIETY 





OF CHARTERED ACCOUNTANTS 


‘The Wolverhampton Society of Char- 
ered Accountants concluded. a successful 
ear with their annual meeting held 
ecently. The new President of the 
ociety is Mr Charles T. Atkins, F.C.A., 
etary of the Don Everall Group. 

Mr Atkins, who was admitted to 





















































1embership of the Institute in 1950, has 
een a member of the Society for 23 years 
ndis a past Treasurer. 

The Society organized a number of 
cial and sporting activities during the 
, including several golf matches and 
ne annual dinner dance. Six evening 
ctures together with a six-week taxation 
ourse were also held. 

Other officers for 1974~75 are: 
‘ice-~President: Mr J. W. Smith, r.c.a. 
ecretary: Mr H. A. Challinor, F.c.a., 
W. Vincent Vale & Co, 16 Waterloo 
«Road, Wolverhampton (0902 66221). 


MANAGEMENT RATIOS 


Ratios, which express relationships, are 
often a better guide to management action 
than are absolute figures. The selection 
nd operation of management ratios, 
wever, involve more than arbitrarily 
ividing one figure into another. 
Guidance in the design and operation 
f ratio systems is now one of the services 
fered by the Centre for Interfirm Com- 
arison, whose recently published booklet 
Management Ratios within your Company, 
illustrates graphically the process of ratio 
election. Copies are available free on 
quest from CIC at Lincoln’s Inn 
shambers, 40. Chancery Lane, London 
“WC2A JB (01-405 4161). 





In Parliament 


Form P11D: income Limit 


Mr Trotter asked the Chancellor of 
the Exchequer (1) when the income limit 
of £2,000 was established for the sub- 
mission by employers of details of 
benefits received by their employees in 
connection with form P11D; (2) what is 
the present equivalent figure in real 
terms of the £2,000 limit fixed on form 
Drif: and if he will now increase the 
level of income at which such forms are 
required. 

Dr GILBERT: The income limit was set 
at {2,000 when the special tax rules 
relating to expenses and benefits were 
introduced in 1948. Its present equivalent 
in real terms — as measured by the move- 
ment in the retail price index — is £6,000. 
I have noted the hon. Member’s sug- 
gestion that it should be raised. 

Hansard, May 20th. Written answers, 
col. 33. 


Easter Offerings 


Mrs CHALKER asked the Chancellor of 
the Exchequer if he will consider exempt- 
ing Easter offerings in the churches from 
income tax, in view of the benefits from 
sporting functions which are already 
exempt from tax. 

Dr GILBERT: I do not think I could 
justify the suggested exemption. The tax 
treatment of benefits from sporting func- 
tions depends on the facts of the 
particular case. 

Hansard, May 2oth. Written answers, 
col. 33. 


Luncheon Vouchers 


Mr Trotrer asked the Chancellor of 
the Exchequer what is the present con- 
cession for tax purposes in respect of 
luncheon vouchers; when the concession 
was introduced; what is the amount to 
which it would require to be increased 
in order to restore it in real terms to its 
original value; and whether he proposes 
to increase it. 

Dr Gitpert: The value of luncheon 
vouchers issued to employees is, by 
concession, not taxed on condition 
that they are non-transferable; are used 
for meals only; are available to lower 
paid staff; and do not exceed ep per 
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employee for each full working day. 

A concession on luncheon: vouchers has 
been given since 1948, but the-concession 
in its existing form dates from. 1959. 
The present real terms equivalent:of 15p 
at the date the concession was announced: 

January 2oth, 1959 - is 31p, as 
measured by the change in the retail 
price index. 

In reply to the last part of the 
question, I have nothing to add to the 
answer given on March 26th, 1973, to a 
similar question by the hon. Member for 
Bolton, West (Mr Redmond). 


Hansard, May 20th. Written answers, 
col. 33. 


Local Government Finance 


Mr Freup asked the Secretary of State 
for the Environment if, in view of the 
increase in costs being experienced by 
domestic ratepayers, he will seek: to 
identify those areas of local government 
activity where financial responsibility 
could be transferred to central. revenues. 

Mr Oakes: I am considering. this; but 
an objection would be that the separation 
of financial and operational responsi- 
bility for major local services would 
undermine the operation of local 
democracy. 

Mr Eyre asked the Secretary of State 
for the Environment if he will immedi- 
ately appoint a panel of experts to inquire 
urgently into alternative methods of 
financing local authority expenditure, 
such as a local income tax system, a pay- 
roll tax, fees chargeable upon substantial 
planning applications and transferring a 
higher proportion of educational costs to 
the Exchequer. 

Mr Oakes: No. Except for fees charge- 
able on planning applications, these 
alternative sources of revenue were 
analysed in the Green Paper The Future 
Shape of Local Government Finance, pub- 
lished by the administration of which the 
hon. gentleman was a Member. I do not 
think a panel of experts is the right way 
of overcoming the difficulties inherent 
in these alternatives. 


Hansard, May 24th. Written answers, 
col. 359. 
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Atoms, nuclear 
reactors, computers, 
technology — another 
world and yet in this 
world. 

The peaceful, and 
not so peaceful, uses 
of atomic energy 
have played an 
increasingly large 
part in our lives since 
the installation of the 
world’s first nuclear 
fuelled power station 
at Calder Hall, in 1956. 

It also presents a 
challenging 
opportunity for the 
world of 
Accountancy. 

As each new 
system emerged from 
experimental stages, 
feasibility studies, in 
terms of capital and 
current costs were 
necessary for different 
industrial and 
commercial uses. 

Accountancy 
continues to play an 
important role in the 
latest developments 
through the financial 
evaluation of new and 
exciting concepts. 

Perhaps you, as a 
young Chartered 
Accountant, have 
ideas on ultimately 
entering this field or 
some other capital 
orientated industry. 
.Consider the 
knowledge we've 
built up of these 
techniques. 
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e 
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Knowledge you can 
gain through our 
training programmes 
combining practical 
experience with 
sound career 
development. 










Find out more 
about us by 
contacting Tim 
Driscoll. 
Coopers & Lybrand, 
Abacus House, 
Gutter Lane, 
London, EC2V 8AH. 
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YROPOSALS recently formulated by the TUC for 50 

© per cent union representation on the boards, initially 

of nationalized industries and in the longer term of other 

` companies, are perhaps to be seen more as a negotiating 
position than as a realistic approach to the reform of 
company law. 

The idea is not a new one, of course, and has been 
‘floated’ in various forms since Britain was first com- 
mitted to membership of the European Community — 
drawing, for the most part, on the German experience. It 
needg to be remembered that the German two-tier board 
structure was developed originally as a special case, to 
facilitate the re-establishment of the country’s basic in- 
dustries.-after the Second World War. Further, German 
trade unions have developed along rather different lines 
from their counterparts in the UK, and ~ as indeed in all 
Continental countries — the capital market structure and 
management traditions are not directly comparable with 
British practice. 

British governments in recent years have observed a 
policy of consulting both the TUC and the CBI on 
economic issues ~ thus preserving an outward semblance 
of objectivity in hearing ‘both points of view’. Unfortu- 
nately, this is not a debate between two equally-matched 

protagonists, since organized labour is only one of the 

` partly-opposed and partly-coinciding interests whose 
claims management is expected to take into account in 
the formulation of corporate policy. 

Trade unions, reasonably enough in the eyes of their 
own membership, are an unashamed sectional interest. 
Speaking at Chartered Accountants’ Hall in the context 
of social responsibility, Mr A. W. (now Lord) Allen, ¢.B.E., 
‘President of the: TUC, claimed to see ‘no theoretical 
limitation’ to the trade unions’ first loyalty — the protection 
and advancement of the interests of their members. 

Others have been less restrained. The Government’s 

“conception of a ‘social compact’ has been denounced SR 
n NALGO' s leadership as an electioneering ‘gimmick’ i 

= they were not consulted; the only social Ge 
SE to be ‘ecognized by the NALGO executive was that with 
the union’s own members. In the course of a recent BBC 









Responsibilities in the Boardroom 








interview, Mr A. Scargill, of the Yorkshire mineworker: 
went further; in addition to the protection. of the 
members’ working conditions, he said, trade unions ha 
the secondary objective of bringing to an end t 
capitalist economy of the UK and replacing it with. 
socialist structure. 

Further, the Labour Party pamphlet The Communi. 
and the Company (The Accountant, June 6th) specifical 
claims for union representatives on supervisory boat 
the freedom to pursue the interests of their co 
stituents, and that it is ‘not necessary that th 
should have the same rights and duties as oth 
members of the capitalist supervisory board’. It m 
well be, as Mr G. A. Loveday, Chairman of the Stock 
Exchange, said recently, that such views are n 
necessarily shared by the Government as a whole; but 
has been officially confirmed in Parliament that the 
Government has these proposals under consideration 
as a part of its study of company law reform. 

How management can function effectively when hal 
of its members are to be free to pursue sectional interests 
without responsibility for the wider implications o 
policy is a question yet to be answered. No one deni 
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ARD on the heels of the formal 
nA inauguration of the Institute of 
Kecounting Staff (The Accountant, 
ne 13th), the Council of the Char- 
ered Institute of Public Finance and 
.ccountancy has released ‘for in- 
ormation and comment’ its own 
cheme of proposals for the recruit- 
ment, education and training of ac- 
ounting technicians. 

In the Institute’s view, ‘the close 
nks which will exist in the public 
ervice between this group and the 
rofessional membership group [the 
Institute’s qualified accountant mem- 
bership, entitled to use the designatory 
initials 1.P.F.A.] make it desirable that 
he grade of accounting technician 
in the public service should be recog- 
ized as a class of membership of the 
nstitute, admission to which will 
ollow the completion of a prescribed 
programme of education, training and 
xaminations’, 

Prospective technician members 
nder the scheme would be required 
register with the Institute as 
nees, to be employed wholly or 
amb in accountancy or finance 
ith a public service organization, 
and to have attained a minimum 
educational standard equivalent to 
that for entry to the ONC course 
= business studies or public ad- 
ninistration. In framing its proposals, 
the Institute favours the maximum 
possible use of nationally- organized 
courses and examinations wherever 
these are appropriate. 

Accordingly, it is intended that the 





prompt payment of the 
urrent. week’s wages; but this is not the whole of the 
matter. If the concept of collective board responsibility 
for a company’s policies is to be relaxed, the case for 
union representation at board level can be argued with 
equal justice for representatives of shareholders, creditors, 
customers and the community at large; not forgetting, 
,cither, those workers — a majority, as it happens, of the 
employed population — not covered by union organization. 
It is against this background that the CBI has been 
ced to assume a more active political role. There can 
e no doubt of the reluctance with which it has 


s employees is 


CIPFA Technician Grade 


ONC in business studies or public 
administration, with compulsory 
papers as specified by the Institute, 
should form the accounting tech- 
nician’s first examination. Accept- 
able alternatives to this would be 
CIPFA’s own present intermediate 
examination; a foundation examina- 
tion approved by any recognized 
body of accountants; or any examina- 
tion stage of such a body from which 
the ONC in business studies would 
confer exemption. The majority of 
college courses for the ONC are on 
a two-year day release basis, and 
CIPFA sees ‘no difficulty in arranging 
for appropriate courses’ provided that 
a sufficient number of candidates can 
be assured. 

The second (final) examination 
would include papers in financial 
practice and data processing; budget- 
ing and cost accounting; and auditing 
and financial accounting; together 
with one of a range of alternative 
options under the general title of 
‘Finance and administration’, appro- 
priate to the candidate’s own branch 
of the public service. Bearing in mind 
the two-year course for the first 
examination (ONC or equivalent), 
it is not envisaged that any candi- 
date would be admitted to the second 
stage with less than three years’ ap- 
proved experience from the date of 
his initial registration. 

School leavers with appropriate 
qualifications for admission to a founda- 
tion course and the subsequent pro- 
gramme of professional education, 


i -a course of potential confrontation with the 
Government; but, in the words of CBI President Mr 
Ralph Bateman, the Confederation cannot be expected 
to stand idle ‘in the face of policies and actions which in 
my opinion endanger the whole economy and_ the 
prosperity of our people’. 

Nevertheless, Lord Watkinson, who is shortly to take 
over the CBI’s Company Affairs Committee, emphasized 
at a meeting in London last Thursday that it was 
essential for the CBI, ‘in a time of turmoil and stress in 
relations between industry, government and trade unions’, 
to take a constructive rather than a destructive approach 
in its dealings with the Government. 





it is stated, ‘will not be accepted 
for training as accounting techni- — 
cians’. Technician members may, 
however, be accepted for training 
with a view to qualified professional 
membership, subject to their passing 
an approved examination in econo- 
mics and obtaining a recommendation 
from their chief financial officer. 


Internal Audit of 
Responsibilities 


OCIAL responsibilities of com- 

panies could be assessed by their 
internal audit teams, according to Mr 
G. A. Trew, F.c.a. Mr Trew, head of 
the internal audit department of Legal 
and General Assurance Society Ltd, 
is also a governor of the London 
Chapter of the Institute of Internal 
Auditors, and chairman of the In- 
stitute’s forthcoming international 
conference to be held in London from 
July 7th to roth (The Accountant, 
March 28th). 

Though no agreement had yet 
been reached on the form of ‘social 
responsibility audits’, the subject had 
already been studied by the Institute’s 
research committee in the USA. In 
Britain, neither Parliament nor any 
other agency had attempted to lay 
down parameters for the measure- 
ment of corporate social res- 
ponsibilities. 

“There is a need for a standardized 
and quantifiable form of public report- 
ing of such responsibilities’, Mr Trew 
declared. ‘Meanwhile, many British 
companies are keen to put their houses 
in order — and that is where internal 
auditors can help.’ 

Corporate social responsibility will 







be discussed as one of the themes of 
othe Institute’s international con- 
ference, to be attended by over 1,000 
delegates from 26 countries. The 
conference registration office is at I 
Ashurst Road, Tadworth, Surrey. 


CBI Fear of 
“Wages Explosion’ 


‘JOBS and companies could ‘dis- 
appear fast’, in the view of Mr 
W. O. Campbell Adamson, Director- 
General of the CBI, if the impending 
dissolution of the Pay Board pro- 
voked a wages explosion. Speaking 
after last week’s meeting of the CBI 
Council, he added: ‘Over the next 
year, the economy demands a fall in 
real pay for all of us.’ 

The Confederation’s policy is that 
continuing restraints on prices, profits 
and dividends cannot be tolerated 
if the Government lifts all restraint 
on pay. Following a strong mandate 
from the Council, its President, Mr 
Ralph Bateman, M.A., F.C.1.S., F.B.I.M., 
F.R.S.A., has taken up with the Chan- 
cellor*of the Exchequer the ‘economic 
nonsense’ of maintaining the present 
level of dividend restraint — which, in 
view of the substantial equity holdings 
of pension funds and other institu- 
tional investors, unfairly penalizes a 
large proportion of the population. 

Leading industrialists are reported 
to be extremely concerned at the 
serious risk of galloping inflation later 
in. 1974, accompanied by an economic 
recession, reduced investment and 
mounting unemployment. 


A Century Ago 
The Accountant 
DECEMBER 1874 


News item 

At a meeting, November 13th, 
of the creditors of Messrs Lemon 
Hart & Son, whose suspension was 
announced on the 26th ult., a state- 
ment of affairs was submitted by 
Messrs. Cooper Brothers & Co., the 
accountants, showing a total indebted- 
ness to be proved against the estate 
amounting to £83,069 17s. 3d., against 
_ | assets of £28,608 19s., being equal to 
| 6s. 10d. inthe pound. No acceptable 
proposition was made to the meeting, 
and it was decided to wind up the 

“estate in bankruptcy. 








in Florida next December. 


Chairman of the Accountants’ International Study Group for 1974-75 is Mr G. D 
Dewar, C.A., a Past-President of The Institute of Chartered Accountants of Scotland. Photo- 
graphed with Mr Dewar (/eft) at this month's AISG meeting in Edinburgh are Mr S. P. 
Wilkins, F.C.A.; Mr R. K. Batzer, C.P.A.; and Mr S. E. B. Smith, C.A. (Canada). ; 
Formed from representatives of the accountancy profession in the UK and Republic of 
Ireland, the United States of America, and Canada, AISG is to hold its next half-yearly meeting 












London Chartered Accountants’ 
Extensive Programme 


ONDON Chartered Accountants, 

with one thriving area organization 
based on Croydon, are looking to 
the establishment of further groups to 
cater for members’ local needs in the 
south-west and south-east. A recent 
membership survey has shown signi- 
ficant potential support, principally 
in and around Kingston and Bromley, 
and inaugural meetings are likely to 
be held in the early autumn. 

The next major item in the Society’s 
programme — already announced in 
The Accountant, of June 13th — will 
be a discussion meeting with Pro- 
fessor Solomons of his recent report 
Prospectus for a Profession (available 
from Gee & Co (Publishers) Ltd, 
price {2-50). This commences at 4 
p-m. on Monday, July ist, at Char- 
tered Accountants’ Hall. 

Sixty-two events, ‘designed to at- 
tract all main interests and tastes’, 
are included in the Society’s 1974-75 
programme, the first part of which 
(covering the period from September 
to December 1974) will be distributed 
to members next month. Topical 































subjects include the prospective wealth 
tax; accounting and taxation aspects 
of North Sea oil; and causes and 
cures of illiquidity. aa 

Special interest features are plan- 
ned for steam railway and sailing ` 
enthusiasts — on the latter occasion, 
with Mr Robin Knox Johnston as 
the principal speaker. On the social 
front, the series ‘Learning about 
Wine’ will be continued, and the 
forthcoming tour of the vineyards 
of Burgundy (The Accountant, Feb- 
ruary 28th) is over-subscribed. 

In addition to its young member 
group, the Society hopes to launch 
‘special interest’ groups where 
sufficient support can be shown. 

The name ‘London Chartered Ac 
countants’ has been adopted as a- 
convenient abbreviation of the 
Society’s full name, in preference ` 
to ‘LDS’ and other versions which 
have been developed over the years. 
The full title, “London and Distrie 
Society of Chartered Accountants’, 
will continue to be used for legal an 
official purposes. 


































TapTTTICATL. problems of external 
financial reporting’ has been 
named as the theme of the second 
erusalem Confererice on Accountancy 
to be held from October 28th to 31st, 
under the presidency of Dr I. E. 
Nebenzahl, State Comptroller of Israel. 
With a view to exploring practices, 
rends and expectations in ‘the most 
ensitive and controversial areas in 
sternal financial reporting’, panels of 
national authors from eleven countries 
have beef invited to present papers on: 


Accounting Standards and Rules: 
Voluntary or Regulatory Deter- 
mination? 

‘Financial Reporting under Infla- 
_ tionary Conditions. 

The <Auditor’s Report: Society’s 
Expectations versus Realities. 


diversified programme of enter- 
ainment is also offered for the benefit 
f wives and other guests accompany- 
members of the conference. Social 
casions include a formal reception 
y the Mayor of Jerusalem on Wed- 
esday, October 30th, and a banquet 
t the Knesset (Parliament) Building 
nm Thursday, October 31st, at which 
Ir Nebenzahl will preside. 
United Kingdom representatives 


Case for the City 


HE City’s case had not been prop- 
erly presented in recent years, Mr 
an Fraser, M.C., former Director- 
zeneral of the City Take-Over Panel, 
aid this week. He saw the role of the 
ommittees recently set up by the 
3overnor of the Bank of England (The 
ccountant, June 13th) as one of 
lucidation rather than recommenda- 
ion; in a climate of opinion which left 
ity interests open to misunderstand- 
ing and — at the worst — wilful mis- 


: Mr Fraser, deputy chairman of 
Lazards and chairman of the Com- 
mittee on Capital Market Activity, 
claimed that there was no effective 
capital market at present levels of 
business; no one, he said, was likely to 
lend in a climate where inflation eroded 
20 per cent of the principal sum every 
year. One of the most important things 


"Jerusalem Accounting Conference 





Dr LE Nebenzah! 


among the panel of authors have been 
named as Prof. J. R. Small, B.SC. 
(ECON.), F.C.C.A., F.C.M.A., J.DIP. M.A.; 
Mr R. S. Waldron, F.c.A., F.C.C.A., 
GPA: and Mr W. Hyde, F.c.c.a. 
The conference chairman is Mr Morris 
Kanne, C.P.A.(ISR.). 

Preliminary announcements of this 
conference appeared in The Accountant 
of September 27th, 1973, and Feb- 
ruary 28th, 1974; additional informa- 
tion and registration forms may be 
obtained from the Conference 
Secretariat, PO Box 16271, Tel Aviv, 
Israel. Conference fees are $120 for 
participants and $60 for accompanying 
persons. 





which his committee might be able to 
contribute was a better understanding 
of the relationship between inflation 
and the non-functioning of the capital 
market. 


Safety at Work 


MENDMENTS to section 16 of 
the Companies Act 1967 received 
an unopposed Second Reading in 
Parliament last week. Clause 1 of the 
Government’s Health and Safety. at 
Work Bill introduces enabling powers 
for the disclosure in directors’ re- 
ports of ‘arrangements in force in that 
year for securing the health, safety 
and welfare at work of employees 
of the company and its subsidiaries, 
and for protecting other persons 
against risks to health or safety 
arising out of or in connection with 
the activities at work of those em- 
ployees’. 
For the Government, Mr Harold 


“Walker, Under-Secretary of State for 


Employment, declined to specify the 
size of companies which might be 
involved, or the nature of the pro- 
jected disclosures; it was not ap- 
propriate, he said, to spell these 
matters out in the Bill. The Govern- 
ment intended to maintain a flexible 
approach in the light of consultations 
with industry. 


Reporting Guide for 
US Local Government 


NDEPENDENT audit of local 

government units is now required by 
law in many American states. There 
are currently reckoned to be more than 
78,000 such units, ranging from state 
bodies to counties, townships, muni- 
cipalities and school boards. 

The American Institute of Certified 
Public Accountants, in its first public 
pronouncement in this field, has 
issued a 160-page ‘industry audit 
guide’ for the benefit of its members 
who examine and report on the finan- 
cial statements of state and local 
governments. It calls for the adgption 
of a formal budget, and a report 
comparing the budget with actual 
revenue and expenditure, even where 
this information is not required by law. 

There has been a growing demand, 
the AICPA finds, for. information 
about public projects at all levels. 
‘Public officials, legislators and the 
general public want to know not only 
whether governmental funds are 
handled properly, but also whether 
specific programs comply with the 
law and are being run efficiently, 
economically and effectively.’ 

Members of the AICPA are warned 
that they may be required to justify 
departures from the recommenda- 
tions of the new guide, which is 
effective for all periods commencing 
on and after January 1st, 1974. 


Birthday Honours 


MONG members of the account- 
ancy profession who featured in 
this year’s Birthday Honours List, 
we are glad to note the name of Mr 
J. A. Butterworth, F.c.c.a., chairmag 
of the Rochdale and Bury National 
Insurance Tribunal, who receives the 
MBE. 
A number of other honours were 
published in The Accountant last week. 
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Blueprint for Disaster 


FRIGHTENING forecast of life 

in 1979 — Halfway to 1984 — was 
published earlier this week by Aims 
of Industry. Continued application of 
present economic policies, it is sug- 
gested, can lead only to progressive 
‘disaster by mistake’ ~ economic 
recession, redundancies and workers’ 
sit-ins, nationalization of uneconomic 
businesses to be financed by heavier 
taxes, spiralling hyperinflation of 
Latin-American if not Weimar Repub- 
lican proportions, and the eventual 
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breakdown of democratic institutions. 

Members of all political parties are 
urged to use their democratic powers 
to prevent this gloomy economic 
hypothesis from becoming a reality. 
Those who are tempted to argue that 
‘jt couldn’t happen here’ are reminded 
of what has in fact happened elsewhere. 

The average male worker in UK 
manufacturing industry, it is pointed 
out, already pays 30 per cent tax on 
his marginal income. Thus, in a year 
of economic stagnation, to add £3,000 
million to wages increases prices by 
the same amount; but the workers 
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receive jus over £2,000 million after 
tax, so that every £2 of increased , 
purchasing power is chasing £3 of 
price increases. The effects of fiscal 
drag are likely- to become more pro- 
nounced under the 1974 Budget; with 
wages and prices already escalating at 
a rate which threatens to double them 
over four or five years, the average 
industrial worker could find himself in 
the surtax range by 1979. SC 

Halfway to 1984 is available from 
Aims of Industry Ltd, 5 Plough Place, 
Fetter Lane, London EC4A 1AN, free 
on request. 





THIS IS MY LIFE 


Dark Horse 


by An Industrious Accountant 
pe had an uneasy conscience nagging me these last 
thirty years. 

At the time, being useless at tennis and golf, I took to 
horseriding at Smith’s Academy and gradually worked up 
from Brown Bessie’s broad back to Timothy’s trot and 
Cardinal’s canter. Smith slapped his jodhpured leg approv- 
ingly, and soon suggested I saddle up Gunner for a man- 
size gallop. SE 

The riding track was semi-circular. Big Gunner, tossing 
his head, pranced co-operatively along the curve, and I 
decided to let him out cautiously down the straight. He had 
his own ideas, however, At the turn he gathered himself 
together, changed feet, and shot off like a streak of 
lightning. 

I hauled back vainly, then concentrated dizzily on 
keeping my seat. He raced down to the right-hand bend 
without slackening pace; rounding it I lost a stirrup, then 
found my arms clutching frantically round his neck and 


my face buried in his mane. He slowed as Smith cantered ` 


alongside and the staring onlookers relaxed. 
Try again, smiled Smith, but much the same thing 


happened, so he put me back to Cardinal for more basic 


practice. ; 


A grinning stable-hand consoled me later. Smith himself 


rode Gunner regularly, he explained, and invariably spurred 
him to-full speed on the straight. The simple-minded brute 
was following standard procedure. 
~ Months passed; my experience widened. At length I 
“could handle Gunner easily. Then, about a year later I saw. 
a court case reported in the press. 

Another learner had been thrown by Gunner, and badly 
hurt. His solicitor claimed that Smith was dangerously 


negligent in putting a novice up on a mount he obviously ` 


couldn’t handle. Smith’s defence was that the victim -was 
systematically schooled on various horses in turn, and must 
have been stupidly careless to fall off. The judge decided 
that sporting aspirants learned new skills at their own risk, 
and that their teachers couldn’t be held liable unless 
gross negligence was shown. 

It was the victim’s first ride on Gunner, I observed; he’d 
fallen off in the straight path when the horse accelerated 
unexpectedly. His solicitor, clearly ignorant of equine lore, 
had failed to pose the key question: why exactly did Gunner 
bolt? 

Thinking it over, I felt that Smith’s approach — throwing 
trusting beginners in at the deep end, in effect — was reck- 
less, incompetent and negligent. If I told my tale in court, 
the case might well be reversed on appeal. 

My shocked legal adviser told me I’d be mad to inter- 
fere. My motives would be aspersed, a put-up job would be 
suggested, malice imputed, different circumstances stated, 
and so on. In the upshot, I took no action .. . but I still 
wonder whether I was right. 
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Capital ‘Investment Under Inflation 
The True Rate of Return | 


rene WRIGHT, B pois F.C.C.A., F.C.1.S., and LES GALLOWAY, B.Sc., M.Sc. 


The rates of inflation that are endemic in the UK and in most other countries ` 
at. the present time must be of prime concern to management. Because of the 
long-term nature of capital investment, and the substantial slices of the 
company’s capital employed that can be committed to a specific use by 
investment decisions, the impact of inflation on future- profits and cash flows 
and conŝequential effects on project profitability should receive serious - 
consideration. 


KR every element in a project was affected in exactly the allowances over future years, based on historic cost. Only 
same way and at the same t-me, one could forget inflation, where for one reason or another it is not practicable to take - 
" since it would have zero efect on profitability. In that -advantage’of the 100.per cent allowances must one consider 
‘situation the inflation element built into future cash flows the implications of inflation as far as capital allowances are 
would simply have to be eliminated before discounting to’ concerned. 


present value expressed in today’s pounds. The only other fiscal factor to be taken into account is the 
A number of factors can prevent cash flows adjusting time delay between earning income and paying the tax 
‘simultaneously for. inflation. ‘These include: related to that income. This is a plus factor, of course, 
` (a) the insistence by the fiscal authorities that capital allow- since the tax payment is made in depreciated pounds. 
ances and taxation are based upon historic costs; Overall, then, the effect of inflation is minimal in most ` 


(b) where, because of ‘cost-push’ a part of the operating cases in the context of the’ present UK tax systera, and 
costs, e.g., Wages, inflates at a greater rate than other assuming there are no lags and leads in prices and costs. 
costs; This is shown in figure 1 which is based upon a project . 


(c) where condition (b) applies, the effect of inflation is SCH mënt of duci l 
amplified as the proportion of sales and costs to capital "POTS an mvestment o £1,000, producing an annua 


investment rises; increase in profit before depreciation of £300 ~ made up of 
(d) market forces or government controls which delay the sales of £1,000 and costs of £700 — over a five-year life. This 
adjustment of prices to cost changes; and _ shows that when inflation is zero the rate of return on the = 
tel long-term contracts at fixed prices. ` project would be just over 15 per cent. 
In addition, one must consider the position of projects The method used to find the rate of return under con- | 


“which may have a very higk terminal value, as frequently ditions of inflation is to build the inflation element into the 
occurs where the investment includes a high property various parts of the cash flow that it affects. For example, 
content. Such high terminal values may disguise the fact the increase in ‘profits and'the related tax payments are 
that the underlying trading activity does not meet the ` increased to allow for the rate of inflation. The capital ` 


company’s profitability criteria. allowances and related tax relief require no adjustment as 
F i they are based upon year o pounds. The overall cash flow 
Fiscal effects | for each year is at this stage valued in terms of that year’s 


Some early work in this field was carried out by Thrasher pounds. The next step is to convert those future cash ` 
and Leach and published in an article entitled ‘Countering flows into year o pounds. ‘They can then be discounted in’ 
the Hidden Effects of Inflation’ which.appeared in the the usual way. It can.be seen from this computation that 
Financial Times on January 5th, 1967. Using the capital the difference between the rate of return and that for zero 
allowance system operative at that time, they constructed a, inflation is minimal. - 
series of curves showing kow the rate of return on an. 
` investment in-plant and mzchinery would be reduced for’ Differ ential rates of inflation 
different rates of inflation over different periods of time.’ All or part of the costs of the project may be subject to a ` 
For example, an investment in plant and machinery overa rate of inflation different from that affecting the remainder. 
period of 20 years showing a nominal rate of return of If that part of the costs is inflating at a higher rate than the ` 
15 per cent would return only zo per cent in real terms if other parts, this will quickly eat into the real rate of return. ` 
inflation proceeded at 3 pe- cent per annum; and only 7 Taking the same project as that used in figure 1 and ` 
per cent with inflation at an annual rate of 6 per cent. assuming that 50 per cent of the total costs of {700 pet 
The present provision fo- roo per cent first year capital "annum are subject to a higher rate of iriflation, the conse-_ 
allowances on plant and machinery enables management quences of different rates of basic inflation and different 
to avoid’ the’ disadvantages in inflationary conditions of ` differential rates are shown in figure 2, curve A. This shows 
having corporate cash flows related to a series of annual that if the differential inflation rate is 2 per cent higher than 
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S 2 e. Zi i “FIG. 1 
- . SZ — ‘PROJECT WITH ZERO-INFLATION AND 8 PER CENT 


A. ZERO INFLATION 

(i) Investment: £1,000 ` ` 
(ji) Operational cash flows: 7 
Tax on Increased 


Increase in _ Capital 
Year Profit Profit Allowances 
£ £ £ 
1 300 x —. 1,000 . 
2 300 -150 SO GF eeets 22 
3 300 e 150 ffe — 
4 300 ` 150 ° -= 
5 300 , 150 — 
6 — ; 150 ` — 
B. INFLATION AT 8 PER CENT PER YEAR 
(i) Investment: £1,000 
(ii) Operational cash flows: 
Increase in ” $ We 
. ‘profit (future - Tax on Capital 
+ Year pounds) _ ` profit allowance ` 
£. à £ d £ `, 
1 324 — 1,000 
2, 350 162° ; be? 
3 378 > 475° — 
4 408 ` 189 = 
5 441 204 0 — 
6: — | 220 . — 


the basic rate, then, when that latter rate is zero, the true 


rate of return falls to just over 12 per cent, and to almost 
i3 per cent if basic inflation is 12 per cent. If the differential 
rate rises to 4 per cent higher than basic, then with basic 
inflation. at zero the rate of return declines to 9 per cent; 


at 12 per cent it declines to 10 per cent. Clearly it is not the . 


rate of inflation per se which causes the, decline in real 
profitability, but the ‘proportion of costs subjected to the 
differential rate of inflation and the amount by which that 
rate of inflation, exceeds the basic: rate. 


Curve A was based upon a project ‘where the sles were 


‘£1,000 per year (equal to the investment) and the increase 
in profit was 30 per cent of that value: Other projects, in 
order to achieve the same order of profit increase, might 
require a very much higher level,of sales and costs. 

- Curve B shows the outcomes for a project similar to that 
used in curve A, but which requires sales of £2,000 to 


a . FIG, 2 : 
` EFFECT OF DIFFERENTIAL INFLATION RATES - 


jor ` A SALES £1000 = CAPITAL INVESTMENT 
bo COSTS £700 

.B SALES £2000 = 2x CAPITAL INVESTMENT. 
COSTS £1700 : 


~ 
an 
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A ; F d & - ; 
‘INFLATION 


(Investment £1,000, Sales £1,000, Costs £700, Life-5 Years, Residual Value NIL) | 


PY. factors for 





Tax Cash © Present 
Saved ` flow 15 per cent . value - 
E £ =- E 
500 i 800 0:870 696-0 
— 150 8 f 
=æ 150 E d kW 
— 150 2-482. 372-3 
— 150 i 
— 00 (0-432) . (64-8) 
x £1;003-5 
e 
Cash Flow PV factors 
Tax __— --in future Cash flow ‘ for . “Present 
Saved ` | pounds year O Ce 15 per cent value 
fo £ yo £ ; ` £ 
500 ° >- 824 763 - 0-870. 673-8 
— E 161 5 
— _ 203.. 161 ` - 
WË 5 219 161 2-482 399-6.. 
gaat 237° i 161 D Ce 
— ` (220) (138) ' 0-432 (59-6) 
i £1,013-8 
EH 


achieve the profit increase of £300. Consequently costs are . 
£1,700 per annum and because ‘of this higher absolute 
level of costs the real rate of return declines very much 
more rapidly. Where the. differential inflation rate is 4 per 
cent greater than basic, the project has become un- 
profitable. 

Clearly, the smaller the profit margin. implicit in a-project 
and the higher the percentage of costs affected by the. 
differential inflation rate, the greater. will be the effect that 
such differential rates have upon the real rate of return. ` 
Management should consider these factors in ‘relation to 
any project centred around new product sales, and assess 
the probability oia sections of cost forging ahead of others in 
the inflation race. > -~ 


Price lags and cost leads 


"Co this point we have. assumed that the timing of the: 
inflation effect is the same for both prices and costs. In real 
life, this may well not be the case. Certain aspects of cost 
may: lead the inflationary spiral, e.g., wages or. certain 
commodities or key minerals; or itmay not be possible to 
adjust, prices immediately to cost changes, for reasons 


- already outlined. In other situations, both of these factors 


may be present at the same time. 

- The effect of lags and leads is explored i in figures 3 and 4. 
Ta both cases, the data is based upon the original project 
‘shown in figure I; ie., investment £1,000, sales £1,000, 
costs £700, and life five: years. It is also assumed that 50 per 
cent of costs are affected by timing differences.. 

Figure 3 illustrates the effect of ‘different combinations 
of price lag and. cost lead under different inflationary 
conditions, upon the real rate of return. For’ example,” 
when inflation i is running at ro per cent per annum with no 
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EFFECT OF PRICE LAG AND COST FACTOR LEAD 
ZE COST FACTOR=50% OF TOTAL COST 
PRICE LAG (YEARS): COST LEAD (YEARS) 
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price lag but half of the costs are subject to a six-month 
lead, the 15-2 per cent rate of return with zero inflation 
effects has become 12°8 per cent; with no price lag but a 
one year cost lead the rate becomes To per cent. , 

The price lag has an even greater effect. When it is six 
months with no cost lead, the rate of return declines to 
8-5 per cent and with a one-year lag has become 1:5 per cent. 


A six-months price lag combined with a six-months cost 


lead gives a return of only 6 per cent and, combined with a 
one-year cost lead, becomes 3 per cent. With higher lead/ 
lag combination than one-year price lag and zero cost lead, 

the rate will be negative. 

The same basic data has been used for figure 4. In this 
case the effect of price lags and cost leads are displayed 
individually’ for’ different rates of basic inflation. For 
example when inflation is at 8 per cent per annum a cost 
lead of one year for half of the project costs would reduce 
the rate of return from 15-2 to 11-2 per cent. 

It should be borne in mind that figures 3 and 4 deal with 
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! FIG. 4 l 
EFFECT OF PRICE LAG AND COST FACTOR LEAD | 
20 COST FACTOR=50% OF TOTAL COST 


—— — ——PRICE LAG 
COST LEAD 





INFLATION he 





LAG (PRICE) CR LEAD (COST) YEARS 


a specific relationship between income, costs, and invest- 
ment for the project. As we saw in figure 2, if income and 
costs increase in relationship to investment, the effect of 
inflation becomes more acute. f 

For management the message is clear. Where there are 
price lags, or where a part of the costs which is significant in 
relationship to the capital investment is subject to significant 
lead times the effect on the rate of return in real terms must 
be assessed. This can only be done by planning the cash 
flows in detail in terms of the pound’s value in each of the 
years, and then, converting the pounds into values for 
current pounds, and then discounting i in the usual way as 
shown in figure ï B. 


FIG. 5. 


Property £100,000 


Investment: 
Equipment 60,000 
160,000 


Annual and residual cash flows: 
increase in i 
Capital 


profit before Tax on 
Year E etaa Profit allowances 
£ £ 
1 9, ~ — 60,000 
2 4,500 — 
3 = 
A SE 
5 — 
6 es 
7 mls 
8 Z 
9 =_ 
10 , 9,000 { — 
11 — 4,500 — 
Residual values: Plant NIL 
Property £300,000 


` PROJECT WITH A LARGE PROPERTY ELEMENT 


Tax saved by PV Factors 
Capital Cash for Present 
allowances . flow 70 per cent value 
£ ‘ £ £ 
30,000 39,000 - 0-909 : 35,451 
— ~ 4,500 g ; 
— 5-236 23,562 
— 4,500 ; 
— ` (4,500) 0:350 (1,625) 
i ene, 
57,388 ° 
, 300,000 0-350 105,000 
162,388 
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What's sa bigi insurance compan ny like us US 
doing in a place like this? 


We're carrying out an engineering inspection. consider it part of their job to spot likely trouble areas 
In fact, it’s just one of thousands that the nationwide and tell you what to put right. Before it goes wrong. 
team of skilled engineers from GRE’s Engineering If you'd like to know more, ask your broker or local 
Inspection Service carry out every year. GRE branch. Give us a thorough inspection. Then, 
Each engineer is a specialist in a particular type of perhaps, we can do the same for you. 
plant. And he has the most modern test equipment at his GRE : 
ee .So we can move quickly when it comes to Engineeting Dept: Civic Drive, Ipswich, Suffolk, 
elping you meet statutory regulations.. 
bee athe you're obviously interested in safety, Guar dian 
youre also no doubt interested in keeping your plant 
running profitably. (You won't need reminding how a Roya Exchange 
crane breakdown can cripple a building site. Or how a ran 
pas failure can halt a factory.) ow S ssur ce 


e So you'll be glad to know that our engineers A good name to trust your inspections to. 








WV | ) ACCOUNTANT June 27th, 1974 


| SECOND EDITION 
JUST PUBLISHED 


The ONLY book éi: 3 
published on the subject of 


CHURCH 
ACCOUNTS 


By F. V. SLADE, F.C.A. 


A comprehensive reference 
book covering the many and varied 
financial matters connected with’ 
the church 
CHAPTERS INCLUDE: 
Be ie zk THE LAW . 
E De K PAROCHIAL FINANCE ` ) 

I ~ t nt %& CARE OF THE CHURCHYARD & KR 

D y ES me -BUILDINGS e 
l zk REVIEW OF CHURCH'S EXPENDITURE 


~ Property | 


Ak DEEDS OF COVENANT, INCOME TAX'& 
‘VAT ` 


Ak THE BUDGET 
Ak THE BOOK-KEEPING Ak 


Ak PREPARATION OF THE ANNUAL 
ACCOUNTS AND FINANCIAL RETURNS 


Ak THE AUDIT 


Indispensable: to all E Nee with Church 
_ Accounts and Finance 

£3'50 net 

£3°68 Inc. Post and Packing U.K. 


The Independent ee of 


Healey & Baker ORDER FORM 
To GEE & COMPANY (PUBLISHERS) LTD 
Established 1820 in London . f 151 Strand, London WC2R LU Tel. 01-836 0832 


29 St. George Street, Hanover Square, London W1A 3BG 01 -629 9292 A P ` f ec? 
, H S i Please send __ copy(ies) of CHURCH ACCOUNTS 


: Name 
ASSOCIATED OFFICES IN PARIS, BRUSSELS & AMSTERDAM . (Block leia se) 


_ Address 
(Block letters please} 








Remittance £ : is enclosed. 
` E S Date 








June 27th, 1974 


Large residual values 


Care must be taken: when assessing projects whose capital . 


investment contains a high proportion .of permanent 
investments such as land and buildings. This is particularly 
true of agriculture, distribution depots, commercial 
properties or hotels. In fixing the residual value of such 
inputs, consideration may .be given to the. effects of in- 
flation or of increments in site value resulting in very high 
. residual values in relation to the project as a whole. 

Figure 5 illustrates a project requiring an investment of 

£100,000 in land and buildings and £60, ooo in equipment, 


a ten-year life with profits of £9,000 per year, and a residual ' 


value of zero for the equipment and £300,000 for the 
property. On the. face of it, the project appears to be ac- 


ceptable on the basis of a criterion rate of return of Io per: 
cent since the sum of the present value of the future cash ` 


flows is £162,388 compared with the total investment of 


£160,000. However, the basic trading activity related to the - 
equipment investment only does not meet that criterion ` 
rate. Present values of the operational cash flows are only. 
£57,388, against an investment in equipment of £60,000. , 


ile figure 5 might be considered a rather extreme 
example, the, same effect can be present in .many types of 
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Commissioners of Customs and Excise v. 
Glassborow (Bertram & Co) 

In the High Court of Justice, (Queen’s Bench Division) - 
February 22nd, 1974 

(Before Tue Lord Cuter Justice (Lord gege, Mr Justice 
BoREHAM and Mr Justice May) 


Value added tax — Partnership — Separate partnerships having 
same persons as partners — Partnerships carrying on different 
businesses — Whether registration separately in partnership names 
— Interpretation Act 1889, section 19 — Tribunals and Inquiries 
Act 1971, section 13 — Finance Act 1972, sections-I, 2, 4, 6,.13, 
2I, 22 (1), 46 — Value. Added Tax (General) Regulations. 


The taxpayer, Mr M: B. Glassborow, had since 1968 carried 


on an estate agency business, Bertram & Co, with the help of ` 


his wife: On March 1rth, 1972, Mr and Mrs Glassborow 
entered into a partnership agreement in’ respect of that 
business. They also carried on-a business in partnership -as 
land developers under the name of Glassborow & Glassborow 


under an agreement dated April 2oth, 1972. The taxpayer. 


notified both partnership agreements to the Commissioners’ of 
Customs and Excise so that each might be registered separately 
for the purposes’ of value added tax. The Commissioners, 
however, registered Mr and Mrs Glassborow in respect of 
both businesses in the name of Glassborow & Glassborow and 
declined to register.them in the name of Bertram & Co. 

A VAT es decided that they were entitled ‘to be 
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investment proposal. Where tbe residual values contain à 
high value in relation to the project as a whole, it is recom- 
mended that any property element be stripped out from 
the project to test whether the underlying trading activity 
on its own meets the profitability criteria. . 


- Conclusions 


While the rate of inflation was only 2 or T per cent, it was 
feasible to ignore inflation providing one added a small 
margin to the required rate of return. Figure 2 illustrates ` 
most vividly how, beyond that rate, the effects can be 
potentially dangerous for a business. 

A basic requirement for future capital erent in an 
organization should include the identification of factors 
which can cause differential rates of inflation or Jags and 
leads. and the likely effect of these on the project cash 


` flows and profitability. The smaller the profit margins on 


which the business RE the greater such effects are 
likely to be. 

There may also be arguments that management should 
treat its property ownership as a separate activity from its 
trading activities so that high returns in one area do not 
hide low or negative returns in the other. 





registered twice, as Glassborow & Glassborow and as 
Bertram & Co, and accordingly directed that the partnership 


_ business carried’ on in the name of Bertram & Co should be 


separately registered [The Accountant May 17th, 1973]. 

The Commissioners of Customs and Excise appealed | 
against the Tribunal’s decision on the grounds (1) that 
where persons entered into separate partnership agreements, 
separately trading, the Commissioners were not obliged or 
enabled to register each firm separately; (2) that the registration 
of persons carrying on business in partnership in a firm name, 
pursuant to section 22 of the Act, covered those persons carrying 
on a separate business under a separate partnership agreement 
in a different firm name; (3) that the registration of taxable 
persons in a firm name for the purpose of carrying on business 
by that firm extended to the registration of the same persons 
in respect of another partnership carried on by them under 
another firm name; (4) that the partnerships were not separate « 
persons for the purposes of the Act; (5) that notwithstanding the 
discretion of the Commissioners, under section 22 of the Act, 
to register persons carrying on business in partnership in the 
name of the firm, the persons making taxable supplies for 
the purposes of the Act were the individuals constituting the 
partnership. 


Held: the scheme of Part I of Finance Act 1972 was that 
persons should be registered for value added tax, and not the 
business or businesses which they might carry on, for in the 
context of the opening words of section 22 (1) it was impossible 
to read the word ‘persons’ other than in its ordinary natural 
meaning. Glassborow & Glassborow had been registered as a 


` firm name, but de persons who had in truth been registered 


were those carrying on the business in partnership, i.e., Mr 
and Mrs Glassborow; and that registration covered. the taxable 
activities of those two individuals trading as Bertram & Co; 
and accordingly the Commissioners were not required to 
register Bertram & Co for the purposes of value added tax. 
Section ‘22 of the Act was permissive atid procedural, and 
once the name of a firm had been registered, the effect of the 
registration was as though the names of the individuals trading 
under the firm name from time to time were recorded. 
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Corporation Tax Rates and Limits 


by H. S. A. MACNAIR, F.C.A. 


The House of Commons has now concluded its examination in Committee of 
clauses 5, 6, 7, 9, 10, 11, 13, 14 and 19 of the Finance Bill, printed on April 1st. 
The debate was noticeably more technical and specific than is usual when the 
whole Mouse is examining the Bill, and the proceedings in Committee on other 


clauses are awaited with interest. 


Significant modifications at the report stage are already foreshadowed, but it 
may be expected that clauses 20 and 26 — which are considered in this article, 
together with clause 8 already debated — are unlikely to undergo material change. 


OMPANY taxpayers come in all shapes and sizes. The 

larger companies tend to function as a herd, so that 
many rules have been devised to take account either of the 
integrated relationship of a group or the looser association 
between companies with similar owners. Again, there are 
particular areas of business which deserve distinct tax 
treatment and, as these may be complex enough to require 
corporate organization, the rules are found in the Corpora- 
tion Tax Acts. The latter expression means Parts X and XI 
of the Taxes Act 1970 (including provisions relating to 
income tax) and all other provisions relating to corporation 
tax in any enactment together with the residual provisions 
of Part IV of the Finance Act 1965 and other law still 
extant. 

The Finance Bill offers a few additions to this amorphous 
mass. Thus the so-called small companies rate for the 
financial year ended on March 31st, 1974, is fixed at 42 per 
cent, and the marginal relief fraction is determined for that 
year at three-twentieths. A brief explanation of this relief 
may not be out of place. 

First, it must be decided how many associated com- 
panies the taxpayer has got, which are then all added to- 
gether to make a club of two (with one associate) or five 
(four plus the taxpayer) or whatever the number may be. 
For a member of a club of two, the maximum profits rank- 
ing for treatment at the 42 per cent rate are £7,500 (one- 
half of £15,000) and even a club of 50 could perhaps 
contain an impoverished member entitled to the 42 per cent 
rate for profits not exceeding £300. 


Ascertaining profits 


To avoid misunderstanding, it should be explained just 
how ‘profits’ are arrived at when considering limits. First 
there is ‘income’ which, as defined by section 85 (6) of the 
Finance Act 1972, means the amount on which corporation 
tax falls finally to be borne but after knocking out any 
chargeable gains. For this purpose any charges on income 
or other negative elements must not be taken off the amount 
of the chargeable gains which have to come out wholly 
unreduced. Hence only allowable capital losses may reduce 


the full amount of the chargeable gains, although there is a 
further abatement of eleven-twentysixths which serves to 
produce an ultimate effective rate of 30 per cent. 

The remaining ingredient to be considered in arriving at a 
profits limit is the amount of any ‘external’ franked invest- 
ment income, that is dividends which could not be taken 


-up as group income. So in arriving at the £15,000 or other 


limit, one must add together income, gains and external 
dividends. If entitlement to the 42 per cent rate is estab- 
lished, the ‘relief’ of 10 per cent is given against income only. 

Marginal relief at the three-twentieths rate is given within 
a range above the £15,000 limit to the extent of a further 
£10,000 (similarly reduced for club members). The profits 
are ascertained as before and these will cut into the marginal 
area, leaving a top slice which is the difference between 
£25,000 (or lower club ceiling) and those profits. That top 
slice is apportioned between income and the other two 
elements and it is to the income element that the fraction 
three-twentieths has to be applied. 

Thus for a company in a club of five which has total 
profits of £4,400 comprising trading profits £4,000; 
chargeable gains £1,040, reduced by eleven-twentysixths 
to £600; external dividends £350; and tax credit £150 (in 
1973-74) less charges £700, the ‘income’ amounts to 


£3,300. The formula (M—P)x3 will be expressed num- 
erately for this (£5,000 —£4,400) x 
£3,300 


T4 400° yield £450; to which the fraction three-twentieths 
is applied to allow relief £67-50 against the corporation tax 


computed at 52 per cent on £3,900. Had its trading profits . 
been only {£1,000 the income would have been £300 and 
with ‘profits’ below the threshold we would have been able 
to take relief of 10 per cent on that £300 to set off against 
corporation tax at 52 per cent on £900. Any development 
gains are treated as income. 

The 40 per cent rate of corporation tax in force immedi- 
ately before April rst, 1973, is given a fresh lease of life in 
the context of certain privileged classes of company. These 
include building societies as defined in section 343 of the 


company as 
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Taxes Act; any housing association for the time being 
approved for the purposes of section 341 ; and any registered 
industrial and provident society as defined in section 340. In 
no case may the privileged body be under the control of a 
non-privileged company and the 40 per cent rate is con- 
fined to income as identified above. 


The position of life insurance companies, on the other hand, : 


is not directly one of privilege. However, when the standard 
rate of income tax first exceeded 37-5 per cent, it was pro- 
vided that the funds effectively reserved for policy holders 
should not be required to bear tax at a higher rate. The 
identification of the income enjoying this privilege is a 
technical matter but the objective of enabling policyholders 
to enjoy the build-up of their funds subject ro a maximum 
rate of 3'7°5 per cent on the income-is one SCH has been 
consistently adhered to. 

Clause 20 of the Finance Bill seeks to ‘epics the posi- 
tion as regards chargeable gains effectively reserved for 
policyholders. - The. arrangements take effect from April 
Ist, 1973, in place of the reduction of eleven-twentysixths 
granted to companies generally in respect of their charge- 
able gains, so far as concerns Che policyholders’ share of the 
life assurance gains. That phrase describes so much of the 
chargeable gains of the period as is attributable to gains 
from investments held in connection with the company’s 
life assurance business. 


Main function 


To arrive at the policyholders’ share, one makes use of the 
fraction of the profits excluded from the actual or notional 
computation under Case I of Schedule D, as contemplated 
by section 309 of the Taxes Act. The main function of that 
computation, an exercise which may be performed at the 
triennial or quinquennial valuation, is to put a check on the 
scale of management expenses available for relief against, 
income having regard to section 305 (2) of the Taxes Act. 

- The intention is that the policyholders’ share of the life 
assurance gains should be taxed at the rates of capital 
gains tax for the time being in force, with a ceiling of 37-5 
per cent if the rates should rise above that level. However, 
that share must first be reduced by deducting their share of 
the ‘relevant reliefs’, that is such of the sums to be set off 
against the company’s profits as are deducted from or set 
off against the life assurance gains. Indeed, a further 
reduction may be required if the residual part of the rele- 
vant reliefs is unused. 

The calculation to be made involves ascertaining ‘the 
residual part of the life assurance gains, reducing them by ` 
eleven-twentysixths and then setting off relevant residual 
reliefs. If some residual reliefs remain unutilized, they are 
added to the policyholders’ reliefs to the extent required to 
extinguish liability on their gains. 

A point to notice is that these rules supersede the ap- 


proach adopted at the start of the imputation system. The ` 


original idea ‘was that the fractional reduction should be 
available to policyholders and as a corollary subsection (8) 
jn section 93 of the Finance Act 1972 did away with the 
proviso to section 322 (3) of the Taxes Act 1970 which is 
` now reinstated with unbroken continuity on either side of 
April 1st, 1974. That section relates to life policies issued 
before August 5th, 1965, on linked terms and authorizes 
the withholding of an amount equivalent to the notional 


THE 
ACCOUNTANT 


- pany to a particular ‘related lender’. 


835 


capital gains tax ax liability. The proviso in question is that thé 
retention rate is not to exceed 37-5 per cent in so far as the 
would-be chargeable gain would represent a gain allocated 
to policyholders. 


Close companies 


If insurance companies represent a somewhat esoteric 
corner of the tax art, a more general concern can be expected 
with the provisions of clause 26 relating to interest paid by 
close companies to directors and their associates. Under 
the terms of section 233 (1) of the Taxes Act certain types of 
interest paid by companies rank as distributions. A restric- ' 
tion of a, different character is imposed by section 285 


‘where in any accounting period any interest is paid by a 


close company to persons whom one might designate as 
‘related lenders’. These include the directors of the company 
and of its parent company and of any ` subsidiary of the 
paying company. 
Net one must consider a person. who has a material 
interest. This occurs if he, either on his own or with one 
or more associates, is the beneficial owner of more than 
5 per cent of the ordinary share capital of the borrowing 
company. This ownership may exist directly or through the 
medium of other companies. Again, he may be able to 
exercise control by-any other indirect means. Furthermore, 
the same situation may result from.the position of an asso- 
ciate of the would-be ‘related lender’ without that ‘related 
lender’ himself being involved, and in this alternative it is 
assumed that the associate would have included with him 
the associates of the ‘related lender’. 
` There is another test leading to identification of a material 
interest. This involves looking at the position that would 
result if the whole distributable income of the company 
apportionable under close company rules were to be 
apportioned ; would more than 5 per cent go to the ‘related 
lender’ or to an associate or to any grouping of some or all? 
If so, a material interest results even if the ‘related lender’ 
would not himself be the object of an apportionment. 
There is a further possibility which might cause someone 
to be treated as a ‘related lender’. Section 284 (6) provides 
that where each of two or more close companies makes a 
payment to a person who is not a participator in that com- 
pany but does answer to that description in another of those 
companies, and if the companies. are acting in concert or 
under arrarigements made by any person, then each of those 
companies and any participator in it is to be treated as if the 
payment had been made to him by that company. Applying 
this to interest, it will be seen that the paying company will 
still have to treat the payee as a ‘related lender’ if in this 
concerted situation the link is found to exist. ` 


interest payments 


Having set the stage for the application of section 285, it 
remains to consider the interest paid by a particular com- 
‘Interest’ includes 
any other consideration paid or given by the close company 
for the use of money advanced, or credit given, by any per- 
son. The various amounts of interest are then added to- 
gether and the resulting aggregate compared with the 
‘overall limit’, For this purpose an accounting period has 
to be divided at April rst, t 1974, up to which gate the rate of 
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ftaterest for. control purposes is 8 per cent and gett 
12 per cent (a Tate Which ay later be varied by: EES 
_ instrument). 

The control rate is Gei ed to the lesser of the ‘share’ 
- standard and the ‘loan’ stendard. "The share standard is 


arrived at by taking the norinal amount of the issued share . 


capital plus the- amount of any share premium account, 
ascertained as at the commencement of the accounting 


period. However, the average total over the accounting 


" period is the measure prescribed for the Joan standard, 
where the aggregate comprises thé ‘total of the loans, 
„advances and credits on which the interest to related lenders 
‘was paid. It seems that the total has to be ascertained daily 
_ throughout. the accounting period and the varying totals 
‘averaged accordingly on a time basis. The result of this 
exercise fepresents the overall limit of interest which is then 
apportioned pro rata among the related lenders according 
‘to the amounts of interest paid to each respectively. 

The final position for each related Ge will be that any 
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interest received by him in excess of the permitted level will 
rank as a distribution. That excess will therefore attract the 
basic rate credit and be brought into the computation of his ` 


. total income at thé grossed-up amount. The company will 


be accountable for advance corporation tax (at thirtythree- - 
sixtysevenths after April sth, 1974) on the various excess 


- amounts and the excess amounts as a whole will not be 


deductible as a charge against total profits or the results 
ascertained under Case T of Schedule D. ` 

The only saving’ grace is that the company’s advance 
corporation tax liability is regulated by paragraph 7 in 
Schedule 14 to the Finance Act- -1972, so that the due date | 
follows. the corrective assessment which the Inspector has 
to make to deal with the situation when the facts are known. 
With interest on overdue tax generally at 9 per cent (from 
July 1st; 1974) this is an important distinction, and there is a 
possible medium of tax planning here, In eo far ‘as post- 
ponement of tax payments is attractive. 


House Purchase at Retirement 


by OUR INSURANCE CGRRESPONDENT ës 


i Eë can be few people wishing to a datas who 
are not faced with difficulties of one kind or another. 
So far, most of the attention has been devoted to the young 
~ married couple wishing to buy their first house. For them, 
there are now various schemes on the market whereby costs 
can be kept relatively low in the early years, increasing 


= eater — when, presumably, there. will have been an : 


‘increase in earnings. 

At the other end of the age scale, the position is very 
different. Quite a number af people: do not buy their first 
‘house until they retire. Dur-ng their careers, they may live 
in a flat, or accommodation nay be provided in connection 
with their work. If they have appreciated, from the outset, 
that they will need to buy a house at retirement, they will 
‘have saved over the years — partly, Perhaps, with a building ` 
society. 


x 
Ki 


Equity: savings os a 

In practice; a certain amourt àf the saving may have been 
in Stock Exchange securities, or unit trusts — simply to 
_ ensure that, as the cost of heuses increased due to inflation, 
there would be a similar increase in the value of their 
savings. There is no-doubt that this, at one stage, was very 


sound reasoning; there was nothing wrong in planning for’ 


future house purchase in that way, when equities were 
tending to. increase at EE the same .pace’as 
residential property. 

Unfortunately, however, Zor anybody who was working - 
on that basis, there has been a radical change in the. position 


during the past few years. Not only have house „prices ` 


increased at a much faster pace than at any time in the 
past but, ‘at: the same time, there has been a significant 


_ ‘drop in the prices of sécurit-es on the Stock Exchange.. 


+ 


The Ge effect of sf this, for many couples: who had ` 


been planning ro buy. a house: at ‘retirement - from. the 


' savings accumulated _ during. their ‘working. careers, has 
been that theit savings are now inadequate to meet the cost 
of the house which they need. ‘They, have a certain amount 
of capital, but not enough. 

The problemi-which these couples face is how to make 
good. the shortfall, bearing in mind that they have a ‘period 
of retirement. “stretching “ahead of them, when there is 
unlikely to, be very much surplusincome available. : 

In some cases, of course, a couple may have ‘one or more 
endowment assurance policies in force; which are due to 
mature in a few years’ time. There may be a strong tempta- 
tion’ to surrender one.or more ‘policies, so as to obtain 
ready cash. 

In fact, almost certainly it would be to their Ee 
to take that course. Not only. would they be forfeiting the 
life. cover, but thé surrender value which would be paid by 
an insurance: company would be a much: lower figure than 
the estimated figure which would be paid at maturity in a 
few yéars’ time. If, yhoweyer, the decision is taken to obtain 
finance elsewhere, there-is the problem of. knowing what 
type of organization would be interested in lending it. 

In this context, one can virtually rule out most insurance 
companies, unless there happen to be particularly close 
connections of one kind or another. As ‘is well known, few | 
insurance companies: are particularly interested in private 
house mortgages at the present time. They can find much 
better outlets for their funds elsewhere,.and: consider, if 
to be in the interests of all their policyholders to do so. 

Admittedly, in some’ cases, insurance companies ‘have 
interested themselves in private house mortgages. Never- 
theless, usually this interest is at-the top end of the market, 
and the reason for lending is simply so as to be able to sell 
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substantial non-profit policies as collateral. Most insurance. 


companies are only tod anxious to sell more non-profit 


` business. In this kind of situation, where they are providing 


substantial finance, they can insist on a non-profit policy 
being taken for the purpose of repaying the Joan at the end 
of the term. 

The type of couple nearing retirement ‘ia requiring to 


buy a house may not need a particularly large loan so as to 


‘top up’ the finance which is available from other sources. 
Certainly, in the kind of situation outlined, there should be 
an appreciable amount of capital available, but this will not 
be enough to meet their needs. 

While, therefore, such a couple would be prepared to 
obtain a loan for a comparatively low percentage of the 
purchase price, the real problem is that there is not much 
prospect of a couple in that position being able to repay the 
capital while the house is in their possession. 


Raising capital 

Clearly, there is unlikely to be any really satisfactory ` way in 
which they can generate capital during retirement. In the 
first place, it is unlikely to be possible to save much from a 


‘pension and any other income during retirement. Secondly, 


there will be little scope for capital appreciation so far as. 
shares are concerned since, presumably, most of them. will 
have to be realized to provide the funds for the part pay- 
ment of the house. 

Almost certainly, therefore, the best solution for anyone 


‘in this position is a loan which can remain outstanding in- . 


definitely, with only interest in respect of it. being paid. 
The net cost need not be all that great, bearing in mind that 
there will be: full relief of tax on the loan interest. 


While that may be the solution to the problem, one still 


has to find a willing lender. Insurance companies are un- 

likely to be helpful and, in any event, the cost of a life 

policy when a man is retiring is likely to rule out Chat 
particular idea. 


' Even if one has access to private or trust funds of one ` 
kind or ‘another, inevitably the rate of interest is likely ‘to ` 


be high, apart from the fact that there may be provision for 
the loan to be called in at comparatively short notice. 
Although it may appear as though building societies 
concentrate their energies chiefly on young married couples, 
it is quite possible that a building society might be prepared 
to help somebody retiring who had held an investment 
account with it for some years. Or the firm may have 


special connections with a particular society which would ' 


be prepared to help in this kind of situation. 

A number of building societies take the view that, 
simply because a man happens to be over the age of 50, or 
even 60, it need not necessarily rule out his chances of 
obtaining a loan. An important point in his favour is that he 
will not be needing to borrow a large proportion of the cost 
of the house. In effect, all he will need will be ‘topping up’ 
finance, and this will be necessary only because of the rise 
in the cost of houses over the past few years, accompanied 
by a drop in the value of equities. 

Naturally, one cannot be specific about the attitude which 
may be taken by a building society when faced: with a 
request of this kind. In some cases, although a building 
society might like to be sympathetic, there will be the 
practical aspect that loans are being strictly rationed. 


ACCOUNTANT j 


" 837 


‘Standing mortgages ge 


It should be borne in mind that some building societies 
are not particularly enthusiastic about the idea of a standing e 
mortgage in these circumstances if it appears unlikely that 
it will be redeemed before the death of the owner — unless 
the property is sold during his lifetime. This, however, 
need not be too serious, bearing in mind that, say, a 
25-year mortgage is unlikely to be very much more ex- 
pensive in terms of gross cost than a standing mortgage. 

Capital will gradually be repaid, so that naturally there 
will be some increase in the net cost of the operation after 
tax relief — leaving aside any changes in interest rates which 
may be made in the future. In fact, all the indications are 
that interest rates charged by building societies will be 
much more volatile in the future, thus making it even more 
difficult to estimate future costs. 

This problem of savings over a long period not de 
the cost of a house at retirement is a relatively new 


- -phenomenon. In the past, provided ‘an individual really 


saved enough, this difficulty was unlikely to -be 
encountered since, as mentioned, equities tended to in- 
crease in value at very much the same rate as house prices. 

‘For those currently in rented or tied accommodation, and 
who will want to buy a house at retirement, there is the 
problem of deciding how to invest their savings for future 
house purchase. Ideally, savings should be invested in such 
a way that they will keep pace with house prices. 

Of course, one can say that people should not be too 
attracted by renting property during their working careers, 
but should aim to buy a house at a relatively early stage, , 
even though this. may be far from easy from the financial 
point of view. In this way, although a couple may not 
continue to live in the house during retirement, they will 
have an asset which should appreciate at much the same 
rate as the house which they decide to. buy for retirement. 
If house prices should drop, any reduction may be expected 
to apply more or less across the board, so that the house 
which will be bought at retirement should depreciate also. 


Property bonds 
Nevertheless, there is still the difficulty E may be 
faced by anyone who has lived in ‘tied’ accommodation 


during his working career. For him, one possible solution 


could be to invest his savings in a property bond. In theory, 
the value of the bond may keep. pace with the increases 
in the value. of property. 

- There is the drawback that, in the main, the managers of 
property bond funds invest in commercial and industrial 
property, and not in residential property; there is not 
necessarily a connection between the two, with the result 
that the prices of thé former may not keep in step with the 
latter. Nevertheless, although this may not be an ideal 
solution, it may be better than, say, investing in equities. 

Even if this course is adopted, difficulties could be ` 
encountered, since it may be necessary to realize the bond 
before retirement, when earnings are relatively high. Thus 
there may well be a tax charge on the gain, dependent on 
the rate of tax being paid by. the individual. 

Clearly, in the normal course of events, a bond should not 
be realized- until after retirement, when the bondholder’s ` 
income has dropped. Quite possibly; in that event, there 


‘may be no tax charge i in See of the gain. 
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The Other Side of the Counter 


by KATHLEEN HYDE 


A-former Inspector of Taxes, who now constitutes the Tax Department’ of 
a firm of chartered accountants, addresses an open letter to her erstwhile 


colleagues of the Inland Revenue. 


FOR 13 years I worked in the Revenue, starting as a 
temporary clerk and finishing as a Grade III Inspector. 
Looking batk on it, I could have had a far worse career, 
and I made many friends with whom I still keep in touch. 

I resigned when I got married, gratefully collecting 
my, gratuity, and for the next rr years was too 
busy rearing three children and seeing them through 
infancy to their first years at school to bother my head 
about income tax, apart from annually completing my 
husband’s return and occasionally writing what I hoped 
were polite but authoritative letters to his district. 


Desperation 


Then, a little over twelve months ago, I saw an 
advertisement in a local paper for a part-time tax 
clerk (hours to suit) at a firm of chartered accountants 
only five minutes’ drive from home. I didn’t only see it 
once, but twice, three times and more, until I became 
convinced that I should do something about it. 

I really had no intention of taking on a permanent 
job, but I thought perhaps I could do it until the next 
school holidays as they were obviously having difficulty 
in filling the post, I telephoned. The secretary’s voice 
didn’t sound very interested when I suggested the 
temporary basis; at least, not until I mentioned that Í 
had previously been an Inspector. Before I knew where 
I was, I had an appointment with the senior partner for 
nine o’clock next morning. 

Perhaps he had reached the point of desperation, 
having advertised for so long because, without even 
checking that I could do the job, he offered it to me on 
a permanent basis with all school holidays off. I felt 
that I would never get an offer like that again and 
accepted, wondering what on earth my husband would 
say when I told him. 

I discovered that my predecessor had been a tax officer 
(retired) who had worked under me many years before — 
at least, not quite my predecessor, because when she 
left they did get someone else, but she only survived the 
job two days! The position of tax clerk carries with it a 
tiny office in what was once the box room of a three- 
storey Victorian residence, and she couldn’t stand the 
solitude. Having been used to my own room as an In- 
spector, it suited me down to the ground. 

I did wonder whether I had bitten off more than I 
could chew and if I would remember enough to justify 

‘my salary, but it was surprising how easily it all came 


` Reprdduced from Taxes, journal of the Inland Revenue Staff 
Federation, by kind permission of the Editor. 


“correspondence file’, 


back to me. I have had to learn about capital gains, of 
course, but apart from that very little seemed to have 
changed and within a couple of weeks I felt as though I’d 
hardly been away from it at all. 

One thing I’ll never get used to, though, is the filing 
system — or lack of it! There are the boss’s cabinets, 
which only his secretary understands, plus cabinets 
scattered around the various other Victorian residence 
rooms which make up the office. Files are put away 


‘according to letter, but that is as far as any alphabetical 


system goes; sometimes under the name of the firm or 
company and sometimes by the name of the trader or 
director. I can at least identify from the references on 
Revenue correspondence whether a client is a trader or a 
director; but when I’m given a letter which starts, “Dear 
Bill’ and ends ‘Yours, Pat’, it takes Sherlock Holmes-like 
powers of deduction to locate the appropriate papers. 

The more important clients have an ‘accounts file’ and a 
but I can search for days for the 
files on the smaller cases before discovering that one of the 
audit staff is ‘out on the job’ and has it with him. The 
only ones I can normally lay my hands on without 
difficulty are those for whom we deal with returns and 
nothing else. As I am not only a part-time tax clerk but 
the entire tax department, they live in my room! 

If I miss an efficient filing system, there’s one thing 
I’m thankful we don’t have, and that’s a work progress 
count! Letters, assessments, returns and notices of coding 
flood in far faster than I can possibly deal with them 
and the sight of a 145A or P.75 sends me delving to the 
bottom of the pile to unearth the unanswered letter or 
uncompleted return. We have no bring forward system, 
so when clients don’t reply to my requests, for information, 
nothing happens until a Revenue reminder arrives or the 
file comes out by chance for some other purpose. 


Um doing my best 


The Civil Service may be a butt for comedians, but I 
must say that when I ring up Inspectors and Collectors’ 
offices, as I frequently do, I almost always receive the 
same courtesy and assistance which prevailed in my own. 
days on your side of the counter. I gather that the 
staffing situation leaves much to be desired in some 
offices but, if it’s any consolation, most accountants’ 
offices are in exactly the same position.. 

So next time you pick up your government-issue biro 
to dash off yet another reminder, -please spare a 
thought for the part-time, term-time only, tax clerk who ` 
may be on the receiving end! I’m doing my best. ` 
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EPRINTED this week are the first 


accounts of ‘Sainsbury’s’ to be issued ` 


since the company went public in 
November of last year. Until then share- 
holders were mainly confined to the 
families of the descendants of the 
founder of the grocery and store business 
where ‘Good Food Costs. Less’. Now 
there are some 27,500 shareholders, 
two-thirds of whom own too shares 
or less. That spread of holdings is the 
result of the allotment basis of shares 
following heavy: oversubscription of the 
public offer and also of the reservation 
of shares for employees. 

There is, however, still major Sains- 
bury: family control and influénce in a 
company that is literally a household 
word, particularly in the South of 
England where ‘Going to Sainsbury’s’ 
is part of the daily round of many house- 
wives. The Sainsbury family influence is 
clear in the joint presidents, ` Lord 
Sainsbury of Drury Lane and Sir Robert 
Sainsbury, and five other Sainsbury names 
on the board holding some 50 million 
ordinary shares beneficially between them. 
That accounts to a considerable degree 
for a move, with Inland Revenue consent, 
to offer shareholders the option of divi- 
dends in shares rather than cash. 

The present chairman, Mr John 
Sainsbury, under the heading ‘Manage- 
ment philosophy and social responsi- 
bilities’ in his statement with the 


accounts, reminds new shareholders that ` 


present discussion on the wider res- 
ponsibilities of business is no new 
concept for the company. The business 
‘has been built-on (he single premise 
that by putting our customers first we 
best safeguard the future, of. our ‘staff 
and the long-term interests’ of our 
shareholders’. Gu ok tvs 

St \ 
Pace of change 
At the time of the public offer of shares 


-lat November. it was emphasized that ' 


there would be no change in the 
‘style or philosophy of management. On 
*one hand this means aiming at the 
highest standards for staff in working 
_ conditions, relationships and remunera- 
tion, and on the other the anticipation 
of changing customer needs and aspira- 
tions. 





Sainsbury's First Accounts 


as a Public Company. 


On the customer side an example is 
the clear display, layout, ticketing and 
labelling of goods, plus open dating, 
unit pricing of price, marked own-label 
lines and the declaration of ingredients, 
even when regulations do not demand it. 
` But from its origins as family grocers, 
Sainsbury’s (nobody calls it J. Sainsbury), 
has become Sainsbury’s the food and 
supermarket company (with much own- 
label food produced and sold) currently 
expanding into non-food lines, household 
goods, electrical appliances and clothing, 
and planning to. establish 40 freezer 
centres in the next three years — ten 
this year. 


Margins i 


Change in Sainsburys has gathered 
pace in the past 20 years and the extent 
of change in the past five years is shown 
clearly enough in .the ‘Five-year table’ 
with which the Sainsbury’s report opens. 
The table is included in our reprint 
and to the best ọf this column’s belief 
no other competitor company analyses 
its turnover and its shops and super- 
market operations to such a degree. 
` Sainsbury’s retailing percentage net 
profit pre-tax was 3°74 per cent (3°86 per 
cent in 1973) and, was, according to the 
chairman, ‘slightly lower than the permit- 
ted reference level’ and the lowest for 
nine years. 

Against an 18 per cent rise in the past 


Mr J. Sainsbury 


competitive prices, 





year in the retail price index for food, 
Sainsbury’s food prices rose 15$ per cent 
and. the company ‘achieved an excep- 
tional. volume growth (sales based on 
constant prices) of approximagely 8 per 
cent’, That was made possible by 
opening 16 new supermarkets, the ex- 
tension of four and the expansion of 
trade elsewhere. | 

In the past five years Sainsbury’s 
have spent more than £58 million on new 
stores and equipment and Mr Sainsbury 
joins other leaders of the food and food 
retailing industry in emphasizing the 
potential dangers to future development 
stemming from inadequate profit margins. 

Cost savings and benefits to shoppers 
through new investment stand in serious 
danger of being lost if Government or 
Price Commission action forces profits 
down to such a point that investment is 
discouraged. Food retailers do not ex- 
pand through high prices but. through 
but Government 
regulations on profit margins are liable 
to suggest to the public that retailers are 
responsible for high prices. 


Supply and demand 


Mr Sainsbury maintains: ‘It is not 
sufficiently recognized that the supply 
and demand situation in world food 
markets has altered fundamentally. 
Britain is no longer able to buy food 


‘cheaply from abroad because sources 


of cheap food no longer exist. Distracting 
attention from this inescapable fact by 
measures which cannot have more than 
a marginal effect on food prices will only 
discourage investment in efficient retail 
outlets.’ 

‘Not only is this damaging ‘an ir- 
relevant, but by concealing the real 
nature of the economic situation it pre- 
vents the country coming to terms with 
it.’ . 

‘It is also misleading to suggest that 
Britain’s membership of the Common 


* Market has been. responsible for more 
_ than a fractional increase in food prices. 


Indeed, it is significant that prices inside 
the Common Market are now in many 
cases lower than outside.’ 

_ With 16 new EE in 
the past year, with an average sales area of 
16,276 sq. ft, Sainsbury’s total super- 
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` market sales area at the year-end was 


1,617,000 sq. ft. Weekly sales per sq. 


ft, the chairman comments, “were Le 60 . 
` compared with a typical figure in the 


trade of around £2’. 


In the largest new stores the company 
has been able to reduce prices below 


` the regular price list, but this can only be 


` achieved ‘through intensive: trading in 


very large stores’ in locations on the 
edge of towns or away from expensive 
more conventional retail centres’. 
‘Planning authorities, it is hoped, ‘will 
gradually ‘realize that a positive con- 
tribution to containing the cost of living 
will: be madé by making iit easier to 
achieve new edge-of-town developments’. 
For the current year the supermarket 
building programme has been delayed 
by the three-day week and building 
supply shortages, but 13 are’ expected 
to be opened and, taking into account 


sales-growth anticipated’ from recently ` 


opened stores, current year sales ‘should 
expand at about the same rate, as.. ‘last 
year’, 

Forecasting profit is is considered un- 
wise because of the ‘unpredictable nature 
of interventions by the. Price Com- 
mission and the Government’. Deter- 
minedly, Mr Sainsbury says: ‘More 
than ever it seems we live in a regime of 
the survival of the fittest. We intend to 
be among thè fittest’ = "- 


Neatly Done 

Je Spillers company is as well 
known for ‘Homepride’ and ‘Wonder- 

loaf’ as it is for ‘Shapes’, ‘Kennomeat’ 


and ‘Winalot’’ There are, of course, 
many other names and products besides, 


` stemming-from the divisional. subsidiaries 


— , Spillers-French Milling, Spillers- 
French Baking, Spillers Farm Feeds, 
Spillers: Foods and the Mead- Lonsdale 
Group of meat companies. 


All this and still more in the shape of | 


Mario and Franco Restaurants and 
Spillers Food services leads to certain 
problems of turnover and profit analysis. 
But Spillers.do it neatly in the following 
table: 

Human foods and non-human foods 
are clear distinctions, and the distinction 
is ‘simple — once you think of ‘it. 


Human Foods 
Non-human Foods 
Sundry Operations 


Share of Profits of Associated Companies, Investment Income 


` and profit on sale of Investments 


é 


THE 


ACCOUNTANT 


Comment on Stocks: 


NE of the small bets that ‘Finance 
and ‘Commerée’ has with itself is 


that : ‘a’ chartered accountant chairman 
is about 2 to 1-against in betting terms 


for a reference to ‘Stocks’ in the chair- 
man’s statement. A chartered accountant 
combined chairman and managing direc- 
tor is an even money chance. ‘Mr 


‘Herbert -Geoffrey High, F.c.a., chairman 
and joint managing: director “of Foster 


Brothers Clothing Co, ‘came.up’, as they 
say, with a reference to an increase from 


£409 million to £6°76 million in stocks . 


in Foster Brothers’ accounts to end- 


February. ` 


He explains that over. Ära million 
of. the rise was due to the acquisition of 
the Stone-Dri company and the ex- 


pansion: of another subsidiary, Denis P: 


Adams. The remainder is ‘entirely at- 


‘tributable to the very substantial in- 


creases in raw material prices’. But, in 
relation to turnover ambitions for the 
current financial year, stocks in all group 
retailing. EE ‘are analy under 
control’, | 

There ‘are some 670 shops in ‘the 
group, 450 of them being Foster Mens- 


-wear stores. Group turnover in the past 


year ‘was £27°85 million against Aar 83 


‘million previous. ` 


Acquisition of Stone-Dri, incidentally, 
held back, group profit growth. Pre-tax 


“profits at fei 36 million rose 20 per cent 


on the previous year but growth would 
have been greater but for the need tó 
‘liquidate a substantial part of the 
éxtremely large stocks being carried by 
the Stone-Dri organization at the time 
of the acquisition’. 

The stock was not only ‘excessive’ 
in quantity but was also ‘of poor value’; 


„and substantial reductions in selling 
‘prices were necessary to clear it. Much 
“of the stock has now been disposed. of 


and Mr High is. ‘satisfied that, in 
relation to the problems we found, the 
proper course of action was taken’. . 
Another proper course of action is the 
writing into the accounts of a revaluation 
of freehold and long leasehold proper- 


ties, showing a surplus of over {5-3 . 


million. The previous full ‘revaluation 
was as long ago as 1955. 


` ‘Fixed assets at. £1474 million in thé 


Group profits before 
interest and i 


` Turnover taxation 
ops ` % £000's % 
261,000 63:8 7,229 48:8 
" 128,000 31.3 4,868 .32.9 
20,000 49 714 4.8 
= _ 2,001 ` 13.5 
100.0 14,809 100.0 


409,000 . 


£18.41, million of the turnover relates to exports from the , 


` United Kingdom to third parties and tò sales of 


1 overseas tiading subsidiaries 
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group are ‘now more realistic than in 
previous accounts’, Mr. High comments, 
but the directors consider that the value 
of land and buildings -still exceeds the 
balance sheet figure- by .some £2°5 


million representing mainly, short-term , 


EC interests. 


3 


Holiday Accounting 


REAKDOWN of accounting Geier 


seems a not uncommon occurrence 
in ‘the’ packaged holiday business. The 
British & Commonwealth-Shipping Com- 
pany — reporting a £1,607,000 loss on 
inclusive tour. and travel agencies — 
states that ‘owing to a breakdown in 
accounting procedures it has been neces- 
sary to calculate the loss incurred in 
inclusive tour operations on a cash 
received and cash payments basis after 
adjustment for opening and closing 
debtors and creditors, which have been 
assessed on the basis of information 
available: at this time’. 

Investigations conducted so far indi- 
cate that the‘ principal cause of the 
substantially increased loss (the loss in 
1972’ was £856,000) arose from failure 
to achieve budgeted load factors and the 
effect of an under-recovery by way of 
surcharges for increased costs atising 
from’ variation’ of currencies. The in- 
vestigation continues and in. the mean- 
time a much reduced programme, with 
improvement arrangements in relation 
to the potential loss from undercarryings, 
is being operated.: 

The group’s inclusive tour ‘operations 
“were reorganized last year and put into 
one . company called Castle, Holidays, , 
operating under one central management. 
A yéar ago shareholders were told of 
bookings below expectations. and . that 
a position of over capacity in the 
industry had been aggravated by develop- 
ment by British Airways of tour activities 
enjoying that Corporation’s vast 
scheduled service. network. 


3 


Wedgwood View ` 


NE of the fiercest criticisms of 
inflation accounting as recommended 
by the ASSC comes from Mr Arthur 
Bryan, chairman and managing director 
of the Wedgwood fine china group. The 
inflation accounting ‘schedule: on pages 


` 30 and 31:of the Wedgwood | report, 


he says, is ‘included to give effect to 
the recommendations of the Institute of 
Chartered Accountants in England and" 
Wales but for no other reason’. 

He considers that ‘the results of using 
the Retail Price Index ‘to adjust a widely 
varying range of revenue’ and capital 
items in divergent industries in different 


H 


= 


ieee e 
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parts of the country over widely exended 


periods of time will provide no, sensible’ 


basis of comparative pérformance’. His 
view is that if any form of inflation ac- 


- counting is to’ do anything ` other than 
_ encourage inflation ‘it would have to be 


„more soundly based than the present 
‘proposals’. He considers it open ro doubt 
whether any form of inflation-accounting, 
will do anything but encourage: inflation 
itself. The ES of pa de else ‘after - 


‘ten years 


“ACCOUNTANT 


several millenniums of inflationis remote’. . 


Mr ‘Bryan considers there*would be 


merit in a realistic approach to the 
problem by providing depreciation on - 


relatively -short-life assets at replace- 


ment cost; provided the system was ` 
followed to its logical conclusion and ` 


tax relief was -granted on the true 
replacement cost, .Mr Bryan suggests 
as a “sensible- term’ for 
short-life assets, 





841 


Having made this point, he concludes 
: by stating: ‘Any investment analyst wito 
_ forms a view of Wedgwood from pages 
30 and 31 will almost certainly arrive at a 

` misleading verdict.’ 
Joint managing: director with Mr 
Biyan is Mr. Peter Williams, F.C.A., and 


` Wedgwood’s secretary is Mr James 
. Moffat, M.A., B.COM., C.A. It is intended 


to reprint the Wedgwood’ accounts at a 
later date. 





J. SAINSBURY LIMITED. 
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. Based on published accounts, but 1971 and 1972 adjusted to show. extraordinary 


items on a comparable basis, and 1972 to include associated companies’ results. 
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s 1970 1971 1972 1973 1974 
Turnover £000 t 
Ga \ 
Supermarkets 135,080 174,999 221,608 263,373 332,623 
Self-Service and Partial Self-Service 22,846 22,058 22,360 21,813 21,433 
` Counter Service 29,559 24,342 18,112 11,676 8,081 
Total Turnover ` jah : : 187,485 221,399 262,080 296,862 362,137 
Profits £000 , ' és EC : 
Profit before taxation e" 6,083 ° 6,585 10,035 11,388 13,624 
Taxation i "Sg © l E ` ! E 2407 2,507 4,094 4,510 7,280 
Profit after taxation B Wb — =X 2,676 ` 4,078 | Sau 6,878 6,344 
Deduct extraordinary, item LS D ‘ = 161 992. 604 8 — 
Net Profit a l E E ` zem: " Ae 4,949 , 6,274 6,344 
Cost of Dividends e E ioe ae 356 301 gr i 247 2,669 
Profit Retained E : ae > i i " 2,195 3,561 > 4,648 l 6,027 3675 
Number of Shops—year end i - - ai ; ' l j ; SS l 
Supermarkets SR e rar op ` : 99 ` 112 125 ` 198 ` 154 
Self-Service and'Partisl-Self-Sevico ` r 39 37. ` 35 30 27 
` -+ Counter Service . e E E ey 87 “66 Ai E 17 
Total `. ae D : WS ' 225 ‘215. " 201 94 198 
Supermarket Statistics—year end i Te GE i | 
Total Sales Arsa—sq. ft 763,000 ` 924,000 1,116,000 1,337,000 1,617,000 
Average store size—sq, ft. 2 7,710 8,250. 8,930 . 9,690 10,500 
Weekly turnover per store E 30,600 33,000 37,200 ; S 48,500 


40,700 





— 


THE 








842 ACCOUNTANT June 27th, 1974 

H 4 D 

z : J. SAINSBURY LIMITED 
e . f ` 1 
BALANCE SHEET 9th March 1974 CONSOLIDATED PROFIT AND LOSS ACCOUNT 
For the 52 weeks to 9th March 1974 
\ ` ; 
| Note 1974 1973 Note 1974 1973 
: £000 £000 i £000 £000 
f Group Turnover (1974 includes VAT of 
Capital Employed £4.1m) 362,137 296,862 
D L c eg 
Share Capital ' 2 20,175 ` 6,636 í ' 
' Group Profit before Taxation 10 13,542 11465 
Reserves ' 3 90,646 101,089 | Associated Companies—Share of Profit 
S ' e nr | (1973 Loss) 7 82 (77) 
: 110,821 107,725 . j See 
i 13,624 11,388 
Loan Capital 4 6,538 6,754 ; ` 
. Taxation : a 11 7,280 4,510 
Deferred Taxation 5 10,648 6,204 ' —— —— 
$ : y Profit after Taxation 1 6,344 6,878 
128,007 120,683 | Deduct Extraordinary Item / — 604 
6,344 6,274 
Dividends 12 2,669 247 
Profit Retained 3 3,675 6,027. 
Represented by Earnings per Share ‘ 

f ' Before Extraordinary Item 7.86p 8.52p 
Fixed Assets , 6 132,633 121,532 | After Extraordinary Item 7.86p “7477p 
Subsidiary and Associated Companies 7 3,040 2,462 

x Notes on pages [833 to 834] form part of these accounts. 
Current Assets 8 38,201 24,996 KR 
f 173,874 148/990 | Auditors’ Report 
Less Current Liabilities S , 9 45,867 28,307 | To the Members of J Sainsbury Limited i e 
128,007 120,683 In our opinion the accounts set out on pages [832 to 834] give a true and fair 


Notes on pages [833 to 834] form part of these accounts. 


John ‘Sainsbury, Director 


Simon Sainsbury, Director I 


«view of the state of the Company’s affairs at 9th March 1974 and of the consolidated 


profit for the period ended on that date and comply with the Companies Acts 
1948 and 1967. 


Clark Battams & Co 
Chartered Accountants London 


23 May 1974 





ACCOUNTING POLICIES ` 


Turnover 
‘ 


Group Turnover consists of sales through fatali outlets, Other income including 
rentals is immaterial and not included in turnover. 


Taxation 


i) Corporation Tax is based on the profits attributable to the year, ` 


if) Deferred Taxation is provided at current rates on the excess of aggregate ` Kë 
book values of plant, equipment and vehicles over their corresponding, tax written 
down values. Adjustments to restate the provision on changes in the rates of 
Corporation Tax are transferred to or from reserves. 


iii) No provision is made for any potential liability to Corporation Tax on capital 
gains deferred under the provisions of Section 33 of the Finance Act 1965 in 
respect of net gains arising on the disposal of essets subsequent to 6th April 1965. 


$ 


Depreciation ` t 


No depreciation i is provided on freehold properties or long leaseholds with more 
than 50*years unexpired except where in ithe Directors’ opinion circumstances 
sequire specific depreciation. 





Other fixed assets are depreciated to. write off their cost as follows: 


i) Leasehold properties, with less than 60 years unexpired, in equal annual 
instalments over the unexpired period of the lease. : 


ii) Plant, equipment and vehicles in equal annual instalments not exceeding 
15 years.and commencing in the accounting year following purchase. 


Stocks 


Stocks are valued at the lower of cost and net realisable value: stocks at warehouses 
are valued at invoiced prices, and at retail outlets at calculated average cost prices. 


Research 

t 
Research and Development expenditure i is written off as incurred against the 
profits of the year. 


` 
` 


Associated Companies’ 
Associated Companies ara those shown on page [834]. An Associated Company 


is one in which the Group participates in commercial and financial policy and has 
an interest of between 20 per cent. and 50 per cent. 


Earnings per Share 


The calculation of earnings per share for both years is based on profit after taxation, 
and on shares issued and fully paid at the 9th March 1974. 


e 
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J. SAINSBURY LIMJTED d Ze? 
s + 
g $ 
NOTES ON TH E ACCOUNTS 4 Loan Chpital 
1 Form of Avodart $ : Ge SE 
(a) On 8th February 1974 the two wholly owned property: subsidiaries J Sainsbury . 
(Properties) Limited and The Cheyne Investments Limited ceased trading and at 6% First Mortgage Debenture: Stock 1988/93 2,737 2,784 
that date the land and buildings were transferred to J Sainsbury Limited for 74% First Mortgage Debenture Stock 1987/92 887 E 
£7,564,000 being their written down book value after transfers of £48,437,000 from | Accrued Interest - 49 5 
reserves (notes 3 and 6). After the transfer the cost of the land and buildings was 8% Guaranteed Unsecured Loan Stock Se 1,501 
written up in J Sainsbury Limited's books to the value at which they formerly 7% lrredeemable Unsecured Loan Stock 2 865 SS 


appeared in the books of the subsidiaries. 8% Irredeemable Unsecured Loan Stock 








(b) As a result of (a) above J Sainsbury Limited was the only trading company at |, 
3th March 1974, The Directors have prepared the accounts In the following way: 6,538 6,75: 


i) The balance sheet shown is that of J Sainsbury Limited while the 
comparatives consolidate the property subsidiaries, 


ii) The profit and loss account is the consolidated profit and loss account and 
includes figures up to the date when the property subsidiaries ceased to trade. 


The amount of profit for the year after taxation dealt with in the accounts of 
J Sainsbury Limited was £5,630,000. 








Following the reorganisation of companies in the Group (Note 1) the mortgage 
debenture stocks and the guaranteed unsecured loan stock of J Sainsbury 
(Properties) Limited have been cancelled. New mortgage debenture stocks with 
identical repayment dates, and an 8% irredeemable unsecured loag stock of J 
Sainsbury Limited have been issued in exchange to former holders. 


2 Share Capital Each mortgage debenture issue provides for repayment on the following terms: 








£000 
Ordinary Shares of 25p each e Së : uhia fi : 
Authorised—100,000,000 Shares 25,000 (i) By redemption at par within five years of the terminal date. 
i (ii) By yearly drawing out of a sinking fund to be established for the purpose. The 
Co? at a Oth March 1973— 4 | sinking fund obligations in any year may be satisfied by tendering, at the lower 
e ly Se a a of par or inclusive cost, stock previously purchased by the Company; the 
artiy Pai . , , -obligations in respect of both stocks arising in the year ended 9th March 1974 
Final call on partly paid shares 89 | have been met in this way. 
Capitalisation of reserves (Note 3)— ; 
General gap ith : 13,431 : 
Share Premium 19 | 5 Deferred Taxation 
Issued at 9th March 1974— bn Sc oa $ 
80,699,004. Shares Fully paid . 20,175 epp 
` Balance 10th March 1973 6,20: 
During the year the authorised share capital was increased from £7,520,000 to Transferred from: echte A Less Abcouit War? 
£25,000,000 and each share of £1 divided into 4 Shares of 25p each. Cunent Taxation og: 
‘On the 14th June 1973, a final cail was made on the partly paid shares ` : 10,648 
amounting to £459,194 of which £370,298 was credited to the Share Premium ` ‘ 





Account (Note 3), 


The rate of Corporation Tax was increased in the 1974 Budget to 52%. An 
amount of £1,888,000 has been transferred from reserves (Note 3) to provide 
for additional deferred taxation to 10th March 1973. 


‘On Sth July 1973 £13,449,834, being part of the Company’s reserves, was 
capitalised and 53,799,336 Ordinary Shares of 25p each issued, credited as fully 
ipaid, to the ordinary shareholders in proportion to their holdings. 


3 Reserves 


























Associated 6 Fixed Assets 
Parent Subsidiaries Companies Group Parent Subsidiaries ` 
000 £000 £000 £000 ‘ S Land Plant Land Total 
‘Share Premium and Equipment and 
Balance 10:h March 1973 19 —_ == 19 Buildings & Vehicles Buildings 
Deduct scrip issue (Note 2) 19 — — 19 i £000 £000 £000 £000 
. r —> —— Cost or Valuation 
— — — — At 10th March 1973 39,869 40,019 56,691 136,579 
Credited during the year ` Additions 8,112 8,692 728 17,532 
(Note 2) 370 — — 370 Adjustment to Valuations 
——— a — (Note 1) 48, SC — (48,437) _ 
Balance 9th March 1974 370 — — 370 Transfers to Parent (Note 1) 7,564 — (7,564) _ 
— en Disposals (579) (972) (1,418) (2,969) 
‘General ee At 9th March 1974 103,403 47,739 — 151,142 
Balance 10th March 1973 | 53,564 46,909 597 101,070 Fe, SO e 
-Deduct: Scrip issue (Note 2) . 13,431 -— — 13,431 
Flotation and capital 5 
reorganisation Depreciation 
expenses 499 — — ` 499 At 10th March 1973 : 53 14,994 — 15,047 
Transfer to deferred ` i Provided in the Year 121 4,078 H 4,206 
taxation— Disposais (14) (723) (7) (744) 
Parent (Note 5) 1,888 — — 1,888 SEET "Kee EE besser 
Associated Companies — — 50 50 At 9th March 1974 160 18,349 — 18,509 
i 37,746 46,909 547. 85,202 h 
“Profits less losses on ` ` Net Book Value 
. salo of assets 870 394 — 1,264 At 9th March 1974 103,243 29,390 — 132,633 
‘Profit retained (loss) 2,961 770 (56) 3,675 e ee — 
. Adjustment to valuation of At 10th March 1973 39,816 25,025 56,691 121,532 
Subsidiary Companies’ ; i 
properties (Notes 1 and 6) 48,437 (48,437) d — Certain Freehold and Leasehold properties were revalued at open market value on 
Deferred taxation relating to the 10th March 1973, by Messrs. Healey and Baker, and/or Messrs. G. L. 
assets acquired from Hearn and Partners, 
Subsidiary (364) 364 — — 
Cancellation of part of loan S Land and Bulldings at Long Short 
stock 135 — _ 135 | Sth March 1974 ' Total Freehold Leasehold Leasehold 
eg ee -c £000 £000 £000 £000 
Balance 9th March 1974 89,785 — 491 90,276 Included at Valuation 87,171 80,579 23,839 2,753 
eee included at Cost Se 18233 9,442 8,442 348 
“Reserves 9th March 1974 $0,155 — 491 90,646 103,403 70,021 30,281 3,101 
L riha aa S Vi tates, dee, eege: 
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. a fe SS a 2 DH f wi 
wok á R J. SAINSBURY LIMITED 
e Subsidiary and Associated Cee i 7 i g S 


Subsidiary Companies ` 
J, Sainsbury (Properties) Limited 
The Cheyne Investments Limited 


The Company holds’ 
100% of the Ordinary shares 


J Sainsbury Trustees Limited | Limited by 
The Sainsbury Charitable. Fund Limited f guarantee R 
i 1974 
: £000 
Shares af Cost i 4,217 
Deduct amounts dwing on current account 4,217 
: i o’ `. Share of 
Associated Companies `= Issued 
Capita! 
Haverhill Meat Products Limited: : 
500,000 “A” Ordinary shares of £1 oach 50% 
Sainsbury—Spillers ‘Limited : AS 
6,000 “A” Ordinary shares of £1 each * 26% 
Kings Reach: Investments Limited: . 
28,760 Ordinary shares of 1p each 29% 
4974 1973 
£000 £000 
Shares at Cost 1,100 600 
‘Advances 1,449 1,265 
Share of retained profits and reserves 491 597 
3,040 2,462 


The proportion of the profits and losses attributable to the Group and the reserves 
included in the Group balance sheet are taken from the latest Directors’ accounts 
„produced within six weeks of the end of the financial year. The accounts of 

Kings Reach investments Limited have not bean consolidated because in the 
‘Directors’ view this would be misleading as its development is not completed. 


A dividend of £97, 000 has been received by J Sainsbury Limited out of the above 
reserves. . 


The principal county of operation of all subsidiary and associated companies is 
England: 


+ 


1974 


8 Current Assets. ` 1973 
£000" £000 

Stocks 28,206 15,403 
Debtors 2.772 1,890 
Cash ` 7,223. 7,703 
38,201 - 24,996 

-9 Current Liabilities 1974 4973 
£000 £000 


Creditors and Accrued Charges 24,356 15,146 


Bank Overdrafts and Unpresented Cheques 14,938 10,341 
Taxation 4,475 2,573 
Dividends (Note SE i 2,998 247 


45,867 28,307. 


10 Group Profit Before Taxation 
` f £000 £000 
The Group Profit before taxation has been arrived at after : i 
Charging i 
Depreciation 4,206 3,462 
Debenture Interest 242 +249 
Loan Stock Interest 224 225 
Bank and Other Interest 139 412 
Directors’ Emoluments (Note 13) 158 231 
` Auditors’ Remuneration— 

Parent .. i “26 22 
; Subsidiaries f 2.8 2 
` €rediting oe 
` Protit on Redemption of Debentures ECH 26 
` Interest "7 665 297" 


“4974 


41 Taxation 1973 
Based on profits for the year at 52% (1978 40%) £000 £000. 
Corporation Tax! , -4,7174 2,973 
Deferred Taxation 2,465 1,684 
Share of Associated, Companies’ Taxation ` . Ai (23) 
Over provision in respect of „previous years WA T — (124) 
j ` 7 i 7,280 4,510 
The Company is a ‘close company’ under the terms of the Taxes Act 1970. 
12 Dividends ` 1974 1973 
„£000 £000 
~ Interim of 1 Ap per share (gross equivalent 2p) 1,130 120 
Less ‘waiver by certain shereholders `. : s >- 559 — 
, ; © S7, 120 
Proposed Final V , . 2,098 127. 
` "2,669 247 


H 
H S 
H 


The proposed final dividend of 2.6p per share is equivalent to 3.88p gross, with 
shareholders having the option to receive their dividend in the form of fully paid 
ordinary shares. On payment of the proposed final dividend, advance corporation 
tax not exceeding £1,550,000 which has not been provided i in the accounts, 
will be payable. A 


S 


H 


15 Contingent, Liabilities R ` 
(i) Ths Company has guaranteed, or. undertaken to' provide, facilities for Associated 
Companies to.the extent cf £6,651,000 (7973 £6,651,000). Other: en 
liabilities are estimated at £326, 000 (7973 £292,000). 


(ii) No provision has been made for any tax on capital gairis in the event of 
-future sales of properties at the valuations at which they are included in these ` 
accounts as it.is considered that any notional liability would be subject to 
deferrnent undef the provisions of Section 33, Finance Act 1965. If all,the 


„properties were'to be disposed of in the yaar ending March 1975 for consideration’ 


equivalent to the said valuations, and wera not replaced, the maximum possible’ ` 
-taxation liability could be £16.65 million (7973 £16 million) based op a rate.of 
30%. A : ee ZE 


t 


>., - è 
13 Directors’ Emoluments : ` 1974 “4973 
3 SE E £ 
_Fees Sen) 2 aa E ` 1,050 1,450 
Other remuneration - De Va 3 157,229' 224,773 ` 
Compensation for loss of office Coo‘ 5,000 
158,279 231,223 
d neg eem 
` i 1 ox 
Chairman r § Ge "20,150 - 20,150 
Emoluments of ail Directars fell within the following ranges: A = i 
‘ . ` -1974 1973. 
£10,001—£1 2,500 Ne 3 
£12,691—£15,000 : q RE De 2 
£15,091—£17,500 ` 8 : © 5 3 
£20,091-—£22,500: - g d $ 7 2 5, 
i l 
i ‘ 
14 Future Capital Expenditure’ ~~", "1974 1973 
Es i si EEN: £000 £000 
Contracted for but not provided for in the accounts 14,000 8,500 
Authcrised to date oy Board of Directors but not contracted a cana: 
for A K v 11,500 7,500 . 
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PLANNED READING and PERSONAL GUIDANCE 
-are offered In 


GEE’S SUPERVISORY MANAGEMEN T STUDIES 
General Editor: C. S. Deverell, M.A., B.Se.(Econ.), B.Com., F.C.1.S., A.M.B.1.M. ` 


SUPERVISORY MANAGEMENT STUDIES has been extended not only by the publication 
of No. 3, The Supervision of Production, but also by the provision of the training guidance 
service for individuals and companies mentioned below. 


The books so far available are; e 


INDUSTRIAL RELATIONS one COMMUNICATIONS 
` by William Walsh, A CIS. 


SE E ei The need to communicate is universal and millions of workers and management are involved in industrial 
& pa Vue o Ve relations. Mr Walsh’s-contribution is first a practical account of industrial relations today, seen through the 
£2-08 overseas eyes of middle management and supervision. Secondly, it surveys the problems of communication in an 


informal way, 


BUSINESS, FINANCE AND COSTS - is 
by CS. Deverell, MA., B.Se.(Econ.), B.Com., F.C.1S., A.M.B.LM.. 


Price £2 net The business side of industry involves decision-making and choice of economic activity. What is to be the 
£2-16 postage size of the firm and its scale of operation ? Where does a firm get its capital for growth ? What can its account- 
ing system tell us of its health ? How can a grasp of management control techniques help supervisory staff? 
How can we become more market-orientated ? What is required in successful marketing other than sales- 
manship ? i 
The answers to such questions widen the understanding of the manager, whatever his personal responsi- 
bilities in business and industry. The author has covered them succinctly in his account of the business 
background to management. 


THE SUPERVISION OF PRODUCTION 
by R. H Hoggett, C.Eng., M.1.Prod.E., A.L.W.S.P., A.M.B.1.M. 


Price £2-25 net ` the author covers the type of production, its planning and control, design, work study, stock control, 


£2-41 postage : 1 : : : P 
K ; ‘plant maintenance, quality control and plant layout and gives an introduction to network analysis and . 
& packing U.K. piane m SPAY. j y 9 H : 


£2-58 overseas 











£2°33 overseas 


operations research. 


His book is a practical and readable introduction to the fundamentals of the management of manufacturing 
` activities which will be easily understood by non-specialists as well as those directly engaged in that field. 


A UNIQUE FEATURE OF GEES SUPERVISORY MANAGEMENT STUDIES IS THE 
PERSONAL SERVICE OF GUIDANCE ON MIDDLE MANAGEMENT AND SUPER- 
‘VISORY TRAINING AND DEVELOPMENT NOW OFFERED FOR THE FIRST TIME 
UNDER THE DIRECT CONTROL OF THE GENERAL EDITOR OF THE SERIES, MR 
C. S. DEVERELL, TO WHOM INQUIRIES AS TO TRAINING OR STUDY NEEDS SHOULD 
„BE ADDRESSED BY COMPANY MANAGEMENTS OR INDIVIDUALS AT: 


- .GEE & CO (Publishers) LTD 
"EI STRAND, LONDON WO2R AW 


Publishers. of The Accountait t , l sr? 36 0832 
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Financial 


valuations 


We have nearly 120 years of world 
wide industrial and commercial 
valuation experience behind us., 

We have qualified partners and 
staff able to give professional advice. 

And we are an integrated 
organisation with a comprehensive 
range of services. 

These include: 
Independent valuations of land, 
buildings, plant and machinery, 

for balance sheet, flotation, 
merger financing, statutory 
and taxation purposes. 


\& Edward Rushton 


Kings Court, Exchange Street, Manchester M2 3AX. Tel: 061-834 1814, 
2, Duncan Terrace, City Road, kondon N1 8BZ. Tel: 01-278 6951, 


For 100 years we have 
published books for the 
accountancy profession, 
especially textbooks for 
students. 


THE LARGEST SELECTION OF 


ACCOUNTANCY AND 
MANAGEMENT 


PUBLICATIONS 


; ‘Distributors for publications of 
THE INSTITUTE OF COST AND MANAGEMERT ACCOUNTANTS 
AND THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


THE CITY LIBRARY 
GEE & CO (PUBLISHERS) LIMITED 
I51 STRAND, LONDON WOR 1Jj 





means a 


lot to the 
limbless 


18,000 limbless Ex-Service men depend on the British 
Limbless Ex-Service Men’s Association. S 

BLESMA is.not aided by the State. But we urgently need 
money to help these brave men conquer their handicap. 
And to equip and maintain homes in which they convalesce 
and are given care and comfortin their old age. 

This is where you can help. A donation from you will give, 
hope and encouragement to those who gave so much for 
their country. A legacy would mean a lot to them. 


Donations and information: 

Major the Earl of Ancaster, KCVO, TD 
Midland Bank Limited, 

60 West Smithfield, London EC1A 9DX 


BRITISH LIMBLESS 
_EX-SERVICE MEN’S ASSOCIATION ` 
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OSS of confidence is probably a 
stronger factor in stock markets- 
than the fact of inflation or the fear of 
recession. Loss of confidence cannot 
be separated.as a factor from either 


that fact or that fear, but it has 
certainly been heightened by the 
efforts of Mr Wedgwood Benn and the 
apparent endorsement of those efforts 
by the Prime Minister. 

At a time when the crying need in 
industry and commerce is for stability 
and some semblance of calm, the 
Government would seem intent on 

disturbance. Probably the Chancellor 
of the Exchequer may not be as keen 
on creating disturbance as Mr Benn is. 
Mr Healey is reportedly concerned 
about the prospect of recession at a 
time when inflation is getting out of 
control. 

The Chancellor can see the prospect 
of simultaneous recession and inflation 
and may yet attempt to do something 
about it other than wait for an early 
autumn attempt:at a Budget prior to a 
General Election. The knife-edge poli- 

: tical balance of politics is another 
confidence-weakening factor. 

There are real fears that inadequacies 
of politics will heighten the prospect 
of deepening recession and rising 
inflation. This is the uncertain back- 
ground to financial markets wherein 
securities and commodities prices fall; 
while, in money, interest rates rise. 


FINANCIAL FADS 


Croda International's sales and profits 
have multiplied 40 times in ten years 
through internal growth and acquisi- 
tion, and Croda’s chairman, Mr F. A. S. 
Wood, recently made the point that to 
‘resist the siren songs of the current 
financial fads as these come up through 
the years’ is as essential to success as 
sound business principles. 

Croda ignored the conglomerate 
theme and kept to chemicals. Croda 
turned a deaf ear to ‘the gurus of the 
business schools’ advocating gearing, 

e and now resists the ‘cash fad’. The 
latest fad Mr Wood considers ‘not 
only to be impracticable, because if 
everyone went liquid who would be 

` the producers, but also to be wrong’. 

It is wrong ‘because it is a proposal 


ge 
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; e 
to put as much of the company’s assets 
as possible into the one corfmodity 
which is known to be depreciating at 
an alarming and predictable Yate on 
which depreciation is not allowed as a 
charge for tax purposes’. 


CHANGE 
Provident Clothing & Supply Com- 
pany's announcement of losses in the 


certificates of deposit -market and in ` 


deposits with third parties referred to 
unauthorized dealing by a former 
senior official and so continued an 
unfortunate trend in this type of. case. 
Accusations of shortcomings in inter- 
nal control are easy to make, however, 
but not easy to substantiate when 


‘trusted officials are concerned and 


where circumstances change as rapidly 
as they did, for example, last autumn 
when interest rates virtually doubled in 
a month and the consequences of that 
earthquake in money are still being felt. 

To a degree, the earthquake cracked 
the already far from rocklike founda- 


tions of Court Line’s packaged holiday - 


business. The holiday industry has not 
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been able to keep pace with inflation, 
which is hardly surprising since it has, 
to fix its prices a year ahead and can , 
only make surcharges, probably in- 
adequate, in the interim. 

But referring back to Mr F. A. S. 
Wood's conglomerate comment, it is, 
ironic that Court Line’s holiday prob- 
lems are apparently jeopardizing jobs 
in viable shipbuilding operations in the 
North East and the West country: ° 


RUMOUR 


The’ Stock Exchange Council is clearly 
alarmed at the propensity for rumour 
of Stock Exchange members. There is 
reason enough for that. Séme of the 
rumours of pending crashes and of 
‘trouble’ have indeed been spine- 


_ chilling, and one or two of the highest 


calibre stockbroking firms have needed 
to live with considerable provocation. 
Had they been provoked into denials 
of rumours, the rumours would un- 
doubtedly have intensified. Under 
present conditions the cynic’s dictum 
of never believing anything until it is 
officially denied has many adherents. 


Rates and Prices 
Closing prices, Tuesday, June 25th, 7. 974 


Bank of England Minimum Lending Rate 


July 27,1973 ..114% Feb.1,1974 ..123% Daytoday .. 12 -124% BankBills 
Oct. 19,1973 ..114% April5,1974 ..121% 7days 1234-123% 2months 123-13 
Nov. 13.1973- ..13 % April11,1974 ..12 % Fine Trade Bills 3months 123-13 
Jan. 4,1974 ..123% May24,1974 ..113% 1 month 123—134% 4months 123-13 
2months .. 123-134% 6months 131-132 
A 
Finance House Base Rate Smonths .. 124-134% 
June 1st, 1974. 134% Three Months’ Rates : 
; Local authority deposits .. 13 -134% 
7 R Local authority bonds 124-134% 
FT industrial Ordinary index Sterling deposit certificates 138-134% 
June 25th, 1974, 253-2 Euro-sterling deposits 164-173% 
Euro-dollar deposits 123-13 % 
- Treasury Bilis Foreign Exchanges 
April 19.. £11-4561% May24 .. £11:2274% New York.. 23675 Frankfurt .. 6-0350 
April 26 .. £11-4830% May31 .. £11:2125% Montreal .. 2:2945 Milan . 1548-50 
May3 .. £11-4664% June7 .. £11:-2195% Amsterdam 6:3050 Oslo 12-8750 
May 10 .. £11-4594% June14.. £11:2289% Brussels .. 90:6000 Paris 11:5850 
May17 .. £11-4507% June21.. £11-2345% Copenhagen 14-3300 Zürich 7:1300 
Gilt-edged 
Consols 4% .. Si vi SE . 25% Treasury 9% 1994 .. re . 63h 
Consols 24%.. ay Së 164 Treasury 84% 84-86 a ie 1. 69 
Conversion 34% .. Se ae Ss 233 Treasury 84% 87-90 e A Ar 613 
Funding 34% 99-04 a Di . 26 Treasury 64% 1976 Sp H « 903 
Funding 54% 78-80 zs Sé «. 73% Treasury 34% 77—80 wan eee .. FOZ 
Funding 54% 82-84 = AN .. 633 Treasury 34% 79-81 os ae -. 688 
Funding 52% 87-91 za ër A8 Treasury 5% 86—89 eats re .. 47 
Funding 6% 1993 .. Ss D A 47% Treasury 54% 08-12 as ve 273 
Funding 63% &5-87 583 Treasury 24% va . 164 
Savings 3% 65-75 .. 93-& Victory 4% .. se Sie ie de 97 
Treasury 94% 1999 633 War Loan 34% e? 8 Sa 23 
Retail Price Index (Jan. 1962=100) 
Jan. Feb. Mar. April May June July Aug. Sept Oct. Nov. Dec 
1971 147-0 147-8 149-0 152-2 153-2 154-3 155-2 155-3 1555 156-4 157-3 158-1, 
1972 158-0 159-8 160-3 161-8 162-6 163-7 164-2 165-5 166-4 168-7 169-3 170-2 
1973 171-3 172-4 173-4 176-7 178-0 178-9 1797 180-2 1818 185:4 186-8 488-2 
1974 -191-8 195-1 196-8 203-5 206-4 


` Money Rates 


846- ` 





' Sports Federation Not Registrable 


OLLOWING the successful appeal of the Universities 

H Athletic Unior.. (LON/74/10, The Accountant, June 2oth) 
_ the‘same Tribuna! declared that the British Universities Sports 
Federationewas no- liable to register for VAT. _ a 
The Federation was a body set up by the British universities 


to’ represent them collectively in UK and international sport; 


_ prior to its establishment, its functions had been carried on — 


so far, indeed, as they were carried on — by the Universities 
Athletic Union or by individual ‘universities. It was financed by 


_ subscriptions on < per capita basis by the universities, and its . 
: expenditure was ‘cn lines very similar to that of the Universities 
, Athletic Union’. 
The present case, as the Tribunal found, was indiszinguish-- 
. able in substance from that of the UAU, and both partizs had to 
a large extent adcpted the arguments in the earlier case. The ' 


Federation was not ‘an association providing facilities for its 
members’ within he meaning of section 45 (2) of the Finance 


_ Act-1972, and was not therefore to be ‘deemed to be carrying-on 


a business’ under section 45 (1) (b). 


British Universities Sports Federation v! Customs and Excise, 


(Tribunal reference LON/74/18). 


Caught in a Cleft Stick’ 


OCAL rules adopted by the Leeds City Council made an 
assessment to VAT ‘inappropriate in the special. circum- 
stances of the casz’, it was contended recently. oe 
M, the appellant, was the owner of three licensed taxis in 
Leeds, and in the coursé of his business was subject to regula- 
tions made by the Leeds City Council and by the Home Office, 
The fares and extras which could be charged were strictly 
controlled by the Council’s bye-laws. f 
Under section 1} of the Counter-Inflation Act 1973, the 


Home Office had indicated to the Council that, in areas where’ 


taxi fares were controlled by bye-law, local authorities might 
authorize an increase in fares to take account of VAT; but 
that any such inc-eases would have.to apply to all taxis, whether 
operated by registered or exempt traders. The Lzeds City 
Council, however, took the view that a surcharge should be 
authorized only ‘to be taken by registered proprietors who 
satisfy the Council that they were obliged to be registered for 
VAT purposes’ > thus creating a potential dual pricing structure. 
No proprietor in fact’ ‘satisfied the Council’ in this way; 
it appeared from Mis evidence!that VAT-registered proprietors 
were deterred from applying by the fact that they would have 
been required to display in their cabs a certificate that they were 
entitled to charze the higher fares. The effect of this, the 
Tribunal accepted, would be to drive potential customers away 
from such cabs <o those, operated by unregistered proprietors, 
who were in a substantial majority. Further, liceased taxis 
were already subject to active!competition from private ‘mini- 
cabs’ whose activities were not regulated by the Courcil.. 
There was no doubt that Mm law, was accountable for VAT 


which the Customs and Excise were entitled, and indeed - 


bound, to assess and to collect. At the same time, the Tribunal 
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has not permitted him to collect it’... 
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fully recognized that this would mean assessing him ‘for tax 
‘part of which be has never coliected, because his local authority 


‘This Tribunal has every sympathy with him in his plight. 
The appellant is being unfairly taxed-in a way that was never 


` intended or envisaged by Parliament when it passed the Finance 


Act 1972. Not only has he had to pay tax out of his own pocket 
for the first quarterly period, before, his appeal could be heard; 
he is'likely to have to pay similar or larger sums: out of his own 
pocket for each succeeding quarter, until the licensing authority 
takes a different view of ba problem, or the Home Office 
persuades it to doa, ~ CNN Hee 
The Tribunal appeared critical of the Leeds City Council’s 
decision in regard to VAT surcharges. “The requirement by the 


` Leeds City Council’ that it-has to be satisfied that a taxi driver's 


VAT registration is obligatory and not voluntary might be 
thought by some people to be an unwarranted and unwarrant- 
able interference with the administration by the Commissioners 
of Part I of the Finance Act 1972.° i R 
‘Paragraph 11 of Schedule 1 to the Finance Act 1972 permits 
the Commissioners: to register a person who makes or intends 
to make taxable supplies, who is not or will not be liable to be 
registered, and gives the Commissioners discretion in the matter, 
subject to such conditions as they think fit to impose. This 
Tribunal is.surprised_ that the exercise of the Commissioners’ 
discretion is made subject to a further test by the Leeds City — 
Council. ; 
Moss v. Customs and Excise (Tribunal reference LEE/73/46A). 


‘Alteration’. of Cathedral Roof 


EMEDIAL work to the roofs of the north and south aisles 

of Norwich Cathedral was an ‘alteration’ of the building, 
the London VAT Tribunal has decided. Though to outward 
appearance there appeared to be little or no difference, the new 
roof was of a very different structure from the old one. . 

At the material time, the roof of Norwich Cathedral was in 
very poor condition, having deteriorated (as the Tribunal 
found) ‘to the point of being beyond repair and needed complete 
reconstruction. . . . It had originally been intended to use 


some of the old timbefs, but this was found to be uneconomic 


and impracticable’. Over the south aisle, the whole of the old 
roof was taken out and dismantled, and a brand-new roof put 
in over an area 15' feet wide and 260 feet long. Referring to the 
Gumbrell case (LON/73/66, The Accountant, January 3rd), 
counsel for the Dean and Chapter of the Cathedral: argued that 
the alterations in design and in the actual structure of the new 
roof were substantial in relation to the building as a whole. 

Instead of lead sheeting being laid on boards (the original 
method. of roofing), the new roof. was composed of more than 
one layer, and included a strip of sisal, a damp course and a 
vapour barrier. It was also constructed in two quite different 
parts, with a drip running the whole 260 feet of the south aisle. 
These, the Tribunal found, were ‘alterations’ to the structure 
of Norwich Cathedral, and substantial in relation thereto. Com- 
plete demolition and reconstruction of the roofs of the north 
and south aisles, they added, would in their view have con- 
stituted a structural alteration, even if the design of the new roof 
had ‘been identical with that of the old one. 

The Gumbrell and Rentokil cases, it was said, did not involve ` 
substantial alterations to the structure. In the present case, 
while one of the motives was to ensure..improved thermal 
insulation, as well as improved durability, the actual work done 


‘involved the demolition and complete rebuilding of the roof. 


The work was not that of repair or maintenance, and the appeal 

should therefore succeed. —— ` 
Dean and Chapter of the Cathedral Church of Norwich v. 

Customs and Excise (Tribunal reference LON/K/73/162). 


STUDENT ROUNDABOUT 














MMMERCIAL and industrial con- 
erns have as much responsibility 
_ train accountants (and, some say, as 
much capability to train accountants) 
as the professional firms. 

This article examines the training 
scheme of a large group and illustrates 
how it attempts to provide a compre- 
“hensive programme of experience and 
_ tuition to enable school leavers, graduates 
vand those seeking to advance their careers 
“to become accountants. 











‘In-depth’ experience 

The scheme is operated by the holding 
; company of a diversified group which 
; covers six principal areas of business 
d eight operating subsidiaries each 
of which has its own management and 
counting department. The holding 
` company and its subsidiaries have a 
wide variety of accounting opportunities 
d use varied accounting systems ap- 
propriate to the needs of each company. 
“The scheme for accounting trainees 
presents the maximum opportunity for 
them to gain benefit from the depth of 
practical experience available in the 
companies and to study for examina- 
tions and develop their technical skill 
under the guidance of qualified account- 
cants and with the support of a major 

company (sce illustration 1). 














- Training for a professional 
qualification 


` "The training scheme is designed to lead 
trainees progressively. towards the at- 
tainment of a professional qualification 
by the following of a linked tuitional 
me including programmed practical 
experience and- opportunities for home 
ay release tuition. The programme is 
n a five-year period. 

"Trainees can pursue any of the ac- 
counting qualifications, but primarily 

















A Scheme for Trainee Accounta 
in a Major Compa 


by PETER PENNINGTON LEGH, A.C.A., a Past-President of A 


the light of the Solomons Report, much has been said about the way in which the E 
has trained and should train those wishing to become account 
Perhaps this.is an opportune time to look again at the alternative sources of experie 
and consider whether it is, or can be, superior to the source of experience available i 
office of a practising accou 


the scheme is designed to cater for those 
seeking membership of The Association 
of Certified Accountants and The In- 
stitute of Cost and Management Ac- 
countants. In each case, membership 
requires that trainees must satisfy the 
appropriate body that their experience 
has been of sufficient standard for a cer- 


ILLUSTRATION I 


Basic Principles 

© Each trainee will be assigned to a 
company in the group and will join the ac- 
counts department. He will be under the over- 
all guidance of the company’s senior ac- 
countant, who in many cases will be the 
finance director. 


© The normal assignment with any 
company will be for a period of approximately 
two years but will depend upon the level and 
type of experience available in relation to the 
requirements of the relevant professional 
body. Each period will be flexible to take into 
account any special circumstances or short- 
comings in the training guidelines, 


© During the assignment the trainee will 
be given a variety of tasks and duties which 
may necessitate his movement from one de- 
partment to another within the company in 
order to acquire the programmed experience. 
(See Mlustration 2.) 


©. Every trainee must become a registered 
student of the professional body as soon as 
possible. 


© Every assistance will be rendered to 
ensure that trainees are enrolled on day- 
release, evening or sandwich courses and that 
the course of study is satisfactorily followed. 
‘The cost of approved courses will be paid. 
These tuitional establishments will normally 
be in the public sector. Enrolment should be 
achieved within three months of joining the 
company. 


© Trainees will be requested to keep a 
detailed record of the practical training 
undertaken and will be expected to submit a 
report to the appropriate senior accountant 
and the group training officer at the end of 
each assignment. 


© Complete confidentiality about the busi- 
ness or interests of companies within the Group 
or concerns connected with the group must be 
preserved and is a condition of employment. 











tain period of time and that they ha 
reached the required academic stan: 
The way in which the group se 
ensure that these minimum standa: 
are reached is described in the WE 


paragraphs. 
















Practical experience 


A wide variety of practical experien 
the back-bone of the training s 
and each trainee had a schedule 
marizing the various basic ac 
systems and operations with, whic! 
will come in contact, in additi 
general office training. 

The intention is that each trainee 
receive a similar schedule which wi 
used to control his practical experi 
to ensure that prior to qualificatio: 
will have been involved in all or 
stantially all of the areas. of exp 
detailed on the schedule. This sch 
or record, is based upon. and ‘ada 
from the scheme detailed in the 
vant booklet published by The Inst 
of Cost and Management Accout 
the minimum experience require 
of The Association of Certified 
countants and the examination-sylla 
the major accounting bodies in Eng 
and Wales. 




























Progress monitored 
The record is both a programme an 
diary. There are columns. for the 
when the specific work commenced a: 
when it was completed and also for th 
signature of the senior accountant res 
ponsible for the training (see illustration 2 

Periodically, the trainee will discus 
his record with the group training officer 
and if there are any shortcomings in the. 
experience, then it will be Sore at 
this stage, 

Trainees are given time off to atten 
day-release ot evening courses and pre. 













tactical Experience Guidelines for Accoun mg 
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Trainees 


tae 


stgrted 


Date ` 
completed. | 
accountant 






















= control: 
_ from which obtainable 


of shares 
ash and liquidity. 






‘or parts of a business 





‘arious.methods) 
Control of capital expenditure 






Orga zation and methods study 
ze 
etary Control: 


balance sheet 

omparison.of actual with budget 
reparation and circulation of control 
statements use of flexible budgets 
Revision of budgets and projections 


‘echanical and Electronic Equipment 
Data Processing 

put and output documentation 
Inspection of etror reports 

Use of electronic systems 


ecounting Machines 


ched card installations 


ssessment of capital required and sources 


btaining capital by borrowing or issuing 


easurement of profitability of the whole 


ssment of profitability of new projects 
ontrol of investment in net current assets 
winual-returns to Registrar of Companies 


mpilation of budgets, including budgeted 


eneral instruction on ac counting machines 


















































ation tuition and are actively 
raged to take advantage of this 
nity. The same facility also 
$ to courses, conferences or semi- 
rs organized by the various account- 
bodies and others if, in the opinion 
levant company’s senior account- 
such a course benefits the trainee 
r the company. 


> company pays for approved 
rses and trainees are given full pay 
g the time they attend; (subject to 
ory. progress) for up to: 


e day per week in term time (or 
ernoons) ; 

eeks prior to the first attempt 
examination; 

k prior to the second attempt 
ach examination (thereafter study 
ve is given at the discretion of the 
aining officer and the company’s 
or accountant); 

sonable time off for other courses, 
and time taken for actual examination. 


Examination - fees -and professional 
bscriptions are also. paid by the 
mpany. All these benefits act as in- 
ntives to study and they are essential 
the enthusiasm and participation of 
e trainee are to be preserved. 

Study leave should be as generous as 
2 company can allow without dis- 


rupting the normal accounting work of 
the office to which the trainee is 


seconded. For example, the above limits 
could mean up to 60 days’ 
each trainee in a year. 

There are many advantages in training 
in a diversified group. For example, one 
subsidiary 


leave for 


provides a full range of 


all aspects of non-marine insurance, with 







underwriting facilities. at Lloyd’s and 
with leading insurance-companies. Other 
subsidiaries are concerned with unit 
trust management, personal finance, pen- 
sion administration, life annuity and. 
general insurance, and there is a sub-| 
sidiary which is a leader in the field of 
computer data processing, computer’ 
output to microfilm, computer personnel, 
recruitment, punched card data prepara- 
tion and calculation, specialist services’ 
for payroll, ledger accounting and mam. | 
facturing control systems. 

Many other groupe can provide a 
similar width of experience and many 
companies in the UK have a depth of 
experience that is difficult to better from 
the point of view of training future 
accountants. Obviously the system where- 
by companies are obliged to bear the cost 
of supporting a profession can be im- 
proved, but it is worth while occasion- 
ally to review the manner in which 
some concerns react to this obligation 
for the good of both the trainee and the 
company. 


SHEFFIELD’'S SUMMER COURSE 
Tais year’s non-residential summer 
course for members of Sheffield CASS is 
to be held at Sheffield University from 
9.30 a.m. on Thursday, July 25th, to mid- 
day on Saturday, July 27th, for Final 
Part I and IJ students. 

The proposed programme will be as 
follows: Final Part I - executorship, 





Computer auditing at Bradford. Pictured among those members of Bradford CASS who 
attended the recent half-day course on computer auditing are, second from right, Michael G. 
Hill, secretary of the Society and a member of the ACASS Executive, and, extreme right, Martin, 
Sarbricki, responsible for the Society's education activities and also a member of the ACASS 


Executive. 


The course began with a tour of the computer installation of the Provincial Building Society 
after which there was a talk on the introduction to computer auditing by Mr John Holt, F.C.A., 
of Coopers & Lybrand, followed by a question and answer session. Those who attended were 
unanimous that they obtained considerable benefit from the course. 





state y, sh ations, 

ax, partnership accounts and Institute 
‘ecommendations. 

Final Part II — consolidated accounts, 
management accounts, corporation tax, 
sapital gains tax, and also Institute 
‘ecommendations. 

It is appreciated that the course will 
10w commence prior to the May Final 
axam results being announced. At the 
‘ime of planning the course it was not 
inticipated that the Institute would alter 
‘he dates from their normal practice. The 
committee hope that this will not deter 
those students from attending who would 
normally have done so upon receipt of 
their results in the exam. 

The. cost of the course will be £3-30 
inclusive of lunches. This:modest charge 
is only achieved by reason of a sub- 
stantial grant from the Joint Tuition 
Committee. 

Members are requested to discuss this 
course with their principals and there- 
after apply for a place to Mr Noble M. 
Hanlon, A.C.A., Secretary, Joint Tuition 
Committee, Sheffield and District Society 
of Chartered Accountants, 22 Norfolk 
Row, Sheffield S1 2PA. 


LETJERS TO ROUNDABOUT 
CASSL Committee 
Elections 











Sir, — There are a number of dis- 
quieting factors resulting from the recent 
CASSL Committee elections (‘Round- 
about’, June 20th) where Paul Hendrick 
and Pradip. Pattni were not re-elected as 
Chairman and Secretary. Although I have 
sometimes disagreed with both, and said 
so,- there must be many people (students 
and qualified) who have noted the astound- 
ing progress made by the student societies 
in, recent years and to which these two 
have given so much effort. 

It is sad, therefore, that their energies 
in getting the students to produce cohesive 
policies and then to gain acceptance or 
acknowledgment by the Institute of what 
were, two or three years ago, radical 
statements have not been recognized. 
Undoubtedly their early radical and mili- 
tant stance lost a number of sympathisers, 
but their willingness to learn and change 
the militant tone (quite unsuited for 
gaining acceptance of radical views in a 
generally conservative profession) was 
refreshing and successful. 

_ Professional and strong student societies 
an only benefit the accountancy profes- 
sion as a whole; with this in mind the 
profession must owe a`debt of gratitude 
to both Paul Hendrick and Pradip Pattni 
and so, publicly, I would like to add my 
personal thanks. 

The student societies have often been 
bëgeeg “for being unrepresentative 
because most students are very much a 
silent majority’ and happy not to help in 
‘the societies’. management or decision- 





















| roe 3; the same criticism is 

so unhappily true itute’ 
membership. However, the recent misuse 
of the block vote by some of the Students 
of one of the big firms has left an even 
more undesirable situation: a committee 
dominated by representatives of large and 
medium-sized firms. 

It is true that the generosity of large 
firms in allowing leave of absence for 
student society management has been 
crucial in the improvement of such socie- 
ties’ affairs (and should be publicly ack- 
nowledged), nevertheless dominance of 
the committee by such representatives 
would be unfortunate. At the present time, 
the great need is to raise the level of 
training, variety of work experience and 
salaries for all students and, as the 
majority of problems seem to be raised 
by students in small firms, it would seem 
logical to have a society representative of 
the greatest needs. I hope that this will 
be considered by the new Executive and 
that they will be wise in any co-opting to 
committee and in analysis of needs. 

Lastly, I would merely like to stress 
that the above are my personal views. 


Yours faithfully, 
DAVID M. HUNT, M.SC., A.C.A. 
Hoddesdon, Herts. 





Linked Courses 


Sir, — The recent article ‘Linked Courses — 
An Objective Look’ ‘Roundabout’, May 
23rd), raised a number of points which 
were not fully discussed. 

The main question to be considered is 
whether the private sector correspondence 
courses are suitable home study material 
for use with public sector colleges. At 
present, there are over 40 colleges of 
further education and polytechnics offering 
ICA examination courses. This must 
represent a great variety of lecturers with 


| Observer's Column | 


Price of Democracy 


In ‘The Republic’ Plato placed demo- 
cracy last but one in his hierarchy of 
alternative government systems; only 
tyranny, in his view, is worse. Pre- 
sumably his reference to democracy 
is to that system functioning at its 
optimum, which would necessarily include 
assurance of genuine representation of all 
interests; and the assumption that all such 
interests were themselves keenly con- 
cerned with the activities of their elected 
representatives. 

Our democratic system of government, 
according to all current evidence, there- 
fore lacks many of the essentials needed to 
make it an effective instrument. This can 
be studied on the macro-level in Parlia- 












































Ori 
A private sector course mus 
flexibility to cater: for the needs 
people. Considering the economic 
straints that exist in the private secto 
must remain doubtful whether 
flexibility. will be forthcoming. Bu 
main point surely must be that tho: 
give oral tuition should have control of 
home study material: This would 
a channel. through which -changes 
improvements Can be made, neces 
by the feedback from the students 
from the lecturers’ own requirement 
group of lecturers and no group of s 
are the same, and home study ` 
must reflect this diversity. The p 
difficulties in organising such scour: 
not unsurmountable, as many 
sector colleges have found by starting 
own. 2 a 
Apart from the above ground, tl 
the question of whether colleges, r 
public funds, ‘should act’ as. touts. 
organizations run on profit-orientated 
The costs of the public sector are iy 
less than those of the private sector 
local polytechnic, 11-week, Part I, «< 
cost £6). It seems inequitable t 
student should pay the costs of a p 
sector course and yet receive: thi 
part of his tuition from a public 
course which costs much less. 
Finally, on a general point, it is 
regretted that a few polytechnic e 
have been cancelled due to lack of 
from local students. It is furthe 
regretted that one of the reasons for 
the policy of large firms in sup 
private sector tuition at the cost of 
local education facilities. It remains 
seen whether such policy rema 
effective. i 
Yours faithfully, 
HUGH JONES, B.Sc.) cE 
ACASS. EXEC! 

















ment and at the micro-level i 
accountancy bodies and. the s 
societies. At either level it is futility 
for the electorate to complain abo 
actions, words, lethargy, ineptitude 
ceit, and heaven knows what else, o 
elected leaders, since it is the criticizing 
electorate who put them there! SE 

What is really needed is for. th 
electorate to wake up to reality, as-th 
old song goes, and. to ensure throug 
constant vigilance that what is ‘demo- 
cratically’ enacted in the name of their 
alleged mandate, does in fact correspond 
with it. For if you sleep much Jonge 
you might awake to a different scene, and. 
it will not help to ask for your money back! 









































‘Index to Vol. 170 
January to June 1974 


ary to June 1974 — will be published 
the issue dated July 4th. 

e parts of the volume should not, 
refore, be sent for binding until the 


FESSIONAL NOTICES 
DEN, © LORD, ANNAN, Morrisu, 


The partners will be Messrs 
Kissack, N. F. SHUTTLEWORTH, 
CoweLL, J. M. Gerrard (all 
nt), and H. Lawton and C. R. K. 
2. Both DEARDEN, LORD, ANNAN, 
oan and SHANNON KNEALE & Co, 
continue their existing practices 
ir respective offices as heretofore. 
Hemoine & Co, Chartered Ac- 
, of 21 Dudley Street, Grimsby, 
1 Humberside, announce that as from 
ist, 1974, Mr Ricuarp J. Burn, 
has been admitted as a partner. 

WATERHOUSE & Co, European 
announce the admission to part- 
ip in the European firms as from 
ist, 1974, of Miss A. von GEBSATTEL 
jand Messrs D. W. F. aod 
B. D. Epwarps (Madrid), D 

Hamburg), N. M. Gore (Paris), 
EUSER Gët E. E. HOLTHAUS 
urg) and G. S. Twinem (Frank- 


Rick WATERHOUSE & Co, United 
igdom firm, announce the retire- 
ment on June 3oth, 1974, of Messrs 
K. A. Buxton and P. R. N. STEWART, 
oth resident in Nottingham. 
Price. WATERHOUSE & Co, United 
Kingdom firm, also announce the ad- 
mission to partnership on July ist, 
< 1974 of Messrs C. B. Ames, C. Bot, 
A. Burnetr, P. A. Davis, M. 
; Haiser and J. S. PHILLIPS who will 
be resident in London; Messrs J. R. 


: Bootx who will be resident in Newcastle. 


THORNTON Baker & Co announce the 
opening of an office at Chapel Bar House, 
1~5 Maid Marian Way, Nottingham 
NGı 6JY. The partner in charge is 
Mr J. S. Twice, F.c.a., who has hitherto 
been a partner at Leicester. 


APPOINTMENTS 


Mr F. Sewell Bray, r.c.a., has been 
appointed chairman of the Centre for 
Interfirm Comparison. Mr Sewell Bray 
is senior partner of Tansley Witt & Co, 
and is treasurer of the Institute of 
Statisticians. 

Mr Robert Millar, pip.p.a., CA. 
A.C.M.A., has become financial controller 
of Hoover at Merthyr Tydfil. 


Mr James D. Spooner, F.c.a., has 
joined the board of Grampian Holdings 
as a non-executive director. 


CIPFA PAST-PRESIDENT 
TO RETIRE 


Mr Wilfred Bowdell, c.B.£., B.SC.(ECON.), 
1.P.F.A., President of the then Institute of 
Municipal Treasurers and Accountants 
for 1972-73 and City Treasurer of 
Westminster since 1964, is to retire on 
June 30th after 44 years in local govern- 
ment service. 

He began his professional career with 


D 








the County Borough of Bury in 1930, 
and subsequently held appointments at 
Swinton and Pendlebury, York, Enfield 
and St Marylebone before the re- 
organization of London’s local govern- 
ment brought him to Westminster. 
Among a number of other professional 
distinctions, he is a former secretary and 
Past-President of the Association of 
Local Government Finance Officers. He 
was created CBE in the 1973 Birthday 
Honours. 

As previously announced (The 
Accountant, March 14th), Mr Bowdell is 
succeeded at Westminster by his deputy, 
Mr John Bamford, 1.P.F.A., A.R.V.A. 


-Overse s Inv 


Shares or securities ‘purchased for the 
beneficial ownership of any person who 
is resident outside the scheduled ter- 
ritories’ are to be relieved, with effect 
from August ist, from the Budget 
increase in stamp duty. 

This relief was announced recently 
by the Chancellor of the Exchequer, 
in reply to a question from Mr Peter 
Hardy, m.p. (Rother Valley, Lab.). 






SAVINGS BONDS 
CONVERSION OFFER 


The Treasury has announced that a 
conversion offer will be made to holders 
of 7 per cent British Savings Bonds 
(First Conversion Issue) issued on May 
15th, 1969, and October 1st, 1969. These 
bonds will mature on October 15th, 
1974, and are repayable on application at 
£102 per cent. 

Holders of such bonds will be invited 
to exchange their holdings into 9} per 
cent British Savings Bonds (Second 
Conversion Issue) which will be repay- 
able at {£103 per cent on maturity: 
Interest will be payable on April 1st and 
October rst. 

Holders of the maturing 7 per*cent 
British Savings Bonds (First Conversion 
Issue) who decide not to accept the 
conversion offer should apply for repay- 
ment. No interest will be payable on 
bonds after they mature on October 
15th and they can only be repaid upon 
application by the holder. 

The list of acceptances of the con- 
version offer will be closed on July rath. 


SPECIAL COMMISSIONERS 


Expert Evidence (England 
and Wales) 


Attention is drawn to the application 
to proceedings before the Special Com- 
missioners of Order 38, rules 36 and 38- 
44. These rules have been added to 
Order 38 by the Rules of the Supreme 
Court (Amendment) 1974, and came 
into force on June ist, 1974. 

Rule 36 makes it necessary (in the 
absence of agreement between the par- 
ties) for a party seeking to call expert 
evidence to apply to the Commissioners 
to decide whether they should give a 
direction under rule 38 that the sub- 
stance of the expert evidence should be 


disclosed in advance to the other 
party. > 
Applications for a determination 


whether a direction should be given 
under rule 38 should be made in writin 
to the Clerk to the Special Comi 
missioners, wherever possible before ; 
date for hearing is fixed, and in an] 



















‘The application should state whether 
the applicant is willing that a direction 


hould state the reasons. The Special 
Commissioners expect that they will 
normally be able to deal with applica- 
tions without the necessity of summoning 
patties to attend a hearing. 


“NOTTINGHAM SOCIETY'S 
~NEW PRESIDENT 
Mr J. J. Ross Sergeant, F.c.a., is the new 
President. of the Nottingham Society of 
Chartered Accountants. 

Mr Ross Sergeant was articled with 
Stanley Blythen & Co, and qualified as a 
member of the Institute in rosrt. After 












Mr JJ Ross Sergeant, F.C.A., being 
nvested with the presidential badge of office 
xy the immediate Past-President, Mr Robert 
Sratton, F.C.A. 







National Service, he returned to Notting- 
ham. and joined his present firm of 
Hubbart, Durose & Pain in 1956, 
yecoming a partner four years later. He 
yas always taken a keen interest in 
student affairs, being chairman of The 
Nottingham Chartered Accountants 
Students’ Society from 1960 to 1966 
ind was its President in 1971-72. 
Immediate Past-President of the Trent 
Polytechnic Council and an active mem- 
rer of the Notts, Lincs & Derby Rugby 
Jnion Referees Society, Mr Ross 
jergeant lists. as his interests rugby 
naturally), cricket and gardening. 


“FOR C.A. 
EXAM 
| PASSES 






should. be given, and if he is unwilling. 


Church Service of The Instilute of 
Chartered Accountants in England and 
Wales to be held in St Margarets 
Church, Lothbury, London EC2, at 
12.30 p.m. on Wednesday, July 3rd. 

The service, which takes the form of a 
Service of Dedication for members of 
the Council, will be conducted by the 
Reverend H. J. Smith, Rector of St 
Margaret, and the address will be 
given by the Rev. Iain W. Marchant, 
Vicar of Hawkesbury. 


LAVY AWARDS 


The Teaching Awards Selection Com- 
mittee of The Institute of Chartered 
Accountants in England and Wales has 
announced the following awards tenable 
for up to two years from September 1974: 


Lavy Fellowship (£2,600 per 

exclusive of fees): 

Mr M. F. Theobald, a.c.a. (Manchester — 
M.A. in Accounting) 

Lavy Studentships (£1,200 per annum 

inclusive of fees): 

Mr P. W. Durber, a.c.m.a. (Bradford — 
M.Sc. in Management) 

Mr A. J. Southworth, a.c.a. (Manchester ~ 
M.A.(Econ.)) 

and, subject to satisfactory completion of 

examination and admission to member- 

ship: 

Mr G. E. J. Hawke (Final student, 
English Institute) (Warwick — M.Sc. in 
Management) 

Mr M. A, Rutledge (Final 
Irish Institute) (Kent - M.A. 
counting) 


annum 


student, 
in Ac- 


The successful applicants have all been 
accepted by the universities concerned 
for the degree courses indicated. 


GRIMSBY AND NORTH 
LINCOLNSHIRE SOCIETY 


Luncheon meetings of the Grimsby and 
North Lincolnshire Society of Chartered 
Accountants proved a successful area of 
their activities last year, according to the 
annual report of the Society. Subjects 
were most varied, ranging from ‘Medicine 
past and present’ to “The human factor 
in industry’. Evening meetings included 
a visit to the North Sea Gas terminal at 
Theddlethorpe. 

Membership of the Society nears 200 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition 
principal Accountancy exams, 


and over 240,000 


Members will be Ee at We ‘Annual ` 


passes, 
and also in Banking, Book-keeping, Zo Service, 
Programming, Costing, GCE, Law, Local Govt, Marketing, Secretaryship, etc. 
Pree 100-page book (without obligation on application to Careers Adviser) 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS Tel 01-947 2211 
(24-hour Recording ~ 01-946 1102 — Prospectus only) 


Accredited by the Council for the Accreditation of Correspondence Colleges 


in the area, but who are not at pt 
being notified of meetings... | 
Principal officers of the Society ele 
for 1974-75 are: 
President: Mr 
A.C.C.A, 
Deputy-President: Mr N. D. Smith, 
Secretary: W. R. Kewley, F.c.a., R. 
Store & Co, 54 Bridge Street, Brigg 
















T. R. Jacklin, Ač 



















THAMES VALLEY SOCIETY 

CHARTERED ACCOUNTAN 
The newly elected Chairmgn of 
Thames Valley Society of Chart 
Accountants is Mr David Lindsey SR 
group accounting development 
of Ready Mixed Concrete, H 
articles with Messrs Watling Partr 
of Bristol, being admitted a membe 
the Institute in 1955. Since then | 


















































followed a career on the industria 
of the profession and joined his P 
company in 1961. 
Prominent in local Methodist Chu 
affairs, he is secretary of the Soc 
Responsibility Committee of the Lon 
South West District. 
The Thames Valley Society has 
cently voiced its ambitions of achie 
District Society status and Mr Lind 
not only shares these views, but is hop 
that progress towards this objective 
be made during his tenure of office. 
Other officers for 1974-75 are: 
Vice-Chairman: Mr D. J. Foster, 
Secretary: Mr D. H. Cairns, A.C.A. 


it assures your success in all the 






m to members 
bot "organizations nd- the aim is 
to achieve a balance of accountants and 
managers. Total attendance will be 
limited to 24. For further information 
contact Freight Transport Association 
Ltd, Sunley House, Bedford Park, 
Croydon CRo vU (o1-681 2611). 






WEST OF ENGLAI 
NEW PRESIDENT 


e new President of ‘The West of 
ce Society of Chartered Account- 
sis Mr George Graham Vose, F.C.A., 




























“house goperation, cost of holding in- 
ventory, distribution management in the 
organization, distribution costs in relation 
to the company accountancy system, 
vehicle maintenance costs and distri- 
bution planning. 





orn and educated in St Helens, Mr 
sẹ was articled in 1941 at the 
rpool office of Cooper Brothers, 


'oopers & Lybrand, and following 


in the RAF from 1943-47, was S 
ed to membership of ean The Institute of Chartered Accountants 


e in England and Wales 


four. years as assistant chief 








Disciplinary Committee Hearings on 23rd April 1974 


having been found guilty of misconduct 


(a) in that he at Bristol without good 
cause failed within a reasonable 
time to reply to the usual pro- 
fessional enquiries letter addressed” ` 
to him on 25th September 1973 in 
connection with a company by a 
firm of accountants 


1. Melville Morris, F.C.A„ of Vernon 
Chambers, 3 Vernon Street, Liverpool 
L2 2AZ having been found guilty of mis- 
conduct 


(a) in that he at Liverpool on Bist 
March 1970 in an accountant’s 
report made by him to the Law 
Society under the Accountant’s 


Report Rules 1967 reported, inter (6) and in that he at Bristol without 


































untant tof CS 7 Clark, of Street, 
set, Mr Vose joined Rotol Ltd, 
cester, as assistant accountant 
ter became assistant secretary. 
959, he moved to the Cheltenham 
ucester Building Society as chief 
ntant, becoming deputy general 
ager in 1970 and financial director 
year. 

examiner in accountancy for the 
ding Societies Institute for seven 
rs, Mr Vose became a Fellow of 
Institute in 1971. 


ANSPORT AND FINANCE 


eek residential course on financial 
rol of industrial transport and dis- 
ton is being organized by the 
sht- Transport Association in con- 


(b 


— 


alia, that the solicitor upon whose 
accounts he was reporting, had 
complied with the Solicitors’ Ac- 
counts Rules 1967 save for certain 
trivial breaches, whereas as he well 
knew or ought to have known the 
solicitor had not maintained a 
clients’ ledger as required under 
rule 11 (2) (a) (ii) of the Solicitors’ 
Accounts Rules 1967 

and in that he at Liverpool on the 
2nd February 1971 in an account- 
ant’s report made by him to the 
Law Society under the Accountant’s 
Report Rules 1967 reported, inter 
alia, that the solicitor upon whose 
accounts he was reporting had 
complied with the Solicitors’ Ac- 
counts Rules 1967 save for certain 
trivial breaches, whereas as he well 
knew or ought to have known the 
solicitor had not maintained a 
clients’ ledger as required under 
rule 11 (2) (a) (ii) of the Solicitors’ 
Accounts Rules 1967 


was REPRIMANDED and ordered to pay £50 


good cause failed within a reason- 
able time to reply to a letter ad- 
dressed to him on 28th January 
1974 by the Institute concerning 
a complaint made against his 
professional conduct e 


was REPRIMANDED and ordered to pay £50 
by way of costs. 


3. A member having been found guilty of 
misconduct 


(a) in that he without good cause failed 


within a reasonable time to reply 
to a letter addressed to him on rst 
February 1974 by the Institute 


(b) and in that he without good cause 


failed within a reasonable time. to 
reply to a letter addressed to him 
on 21st January 1974 by a firm of 
solicitors 


(c) and in that he without good cause 


failed within a reasonable time to 
reply to a letter addressed to him on 
rsth February 1974 by the In- 
stitute 


was ADMONISHED but the Committee 
considered that there existed special 
circumstances justifying the omission of 
his name from the publication of the 
Finding and Order. . 


o with The Institute of Cost 
- Management Accountants. The 

will be held at Elvetham Hall, 
tley Wintney, from July 7th to rath 
d the course fee is £115-+-VAT. 


JOHN FOORD & CO. 


INDUSTRIAL VALUERS 
BUILDINGS, PLANT & MACHINERY 
i 61 QUEEN’S GARDENS, LONDON WC2 3AH 01-402 8361 


by way of costs. 








2. Stanley George Sessions, F.c.a., of 9 
Gays Road, Hanham, Bristol BS15 3JR 





‘ THE 









responsibility for 
training newly 
articled clerks... 


should ensure that the best course of action 
for their newly articled clerks is to enrol 
with the Metropolitan College. 














All bona fide Principals who are considering the postal coaching 


arrangements for their newly articled clerks are invited to inspect Metropolitan College 
a copy of the Metropolitan College Study Manuals, to see for 


themselves that the contents are thoroughly up to date and unassailable record of 
designed specifically to give progressive and carefully graduated Examination Successes 


instruction, backed by a businesslike tutorial service that receives At the professional accountancy examinations, for 





the constant and enthusiastic commendation of the students. which the Metropolitan College provides Expert 
Postal Tuition, students from the College have 
LINKED PRIVATE STUDIES. obtained — 


The GE GE of erer a eh hates aah College now MORE THAN 50,000 
offer facilities for integrated oral and correspondence tuition. PASSES and MORE THAN 


ONE WEEK "PER COURSES—to assist students in areas of 


weakness. 1,400 DISTINCTIONS 
WEEK-END RESIDENTIAL ‘PUNCH’ COURSES - for intensive MEDALS and PRIZES 


concentration on particular subjects. 





E Gp 
For details of these, and other linked courses write to: Be guided by the 
Metropolitan College, Dept A1/20, St Peter's Street, i 
St Albane ALT ONE. experience of others 





TAKE ACTION NOW! Write TODAY for a free copy 
RE EE ER See of the College Accountancy Prospectus (stating 
FAST AIRMAIL SERVICE FOR OVERSEAS STUDENTS AT NO EXTRA COST the examination in which you are interested) to the 
ER REN gl ee pia E T Ce WE Eege Metropolitan College {A1 /20), St Peter's Street, 
Accredited by the Council for the Accreditation of Correspondence St Albans AL) 3NE, or CALL at the Metropolitan 
Colleges College, Advisory Office, c/o The Association of 
` British Correspondence Colleges, 4 Chiswell Street, 
Member of the Association of British Correspondence Colleges. London EC1Y 4UR Tel. 01-628 2721 










B 
POST COUPON NOW! 


To the Principal, B. Mendes, B.Sc.(Econ.), F.C.A., Dept A1/20 
Metropolitan College, St Peter's Street, St Albans AL1 3NE. P 
Please send me, without charge or obligation, a copy of your r 


prospectus. së M 
-Metr 
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VALUER 


e, 


specialists in 
STOCKTAKIN 


and 
VALUATION 


for every purpose 
in all trades and industries 
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